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Introduction ^ 

i » 

Accelerating social and economic change,' the world's "energy and food problems, 
Inflation, recessioo, and general economic uncertainty have thrust a new challenge 
upon educators: to help families and individual* adjust 'to economic change and 
cope with problems, arising from these changes. For this reason, "Y6ur Money Matters - 
A self-study progrdm guide for educators," was developed which will assist professionals 
in reaching and 'teaching consumers. 

Objective^ • • .. ^ . t 

\ 

Stated in behavioral terms, "Your Money Matters" strives to assist professionals to 
help row- an4 raitldle- income individuals and families to: 

, ( ' 

Understand that personal economic competence, which includes persOtial decision- 
making, Is, one of the majoir components in athieving the' quality of life to which 
each individual aspires. ' 

\ ■ . ' 

understand the effects of economic changes upon their personal economic stabilitjfc 
and security, and| learn how to adjust accordingly, 

. determine economic goals consistent .wi th their values and available resources 
and take actions to achieve these goals. 

learn to use skills to develop a personal money management plan, recognizing that 
constant revisions are necessitated by changes in the ^li fe-cycle. 

. understand the concept of consumer credit -- its advantages, disadvantage*,, and " 
wise use. ♦ 

« 

. Nunderstand the functions of credit bureaus, the impprtance of a good credit rating, 
» land the consumer's rights and responsibiliti'es as far as credit 'report/ng and 
/credit files /are concerned. 

understand the various types of insurance ^policies available. 

learn how an insurance protection program can be adapted to th^ir perjjonal 
needs and at a cost adequate to their income. * / ■ * 

Learn hbw to maximize their housing dollA-s, become aware of housing xosts , and 
differentiate between different types of mortgages. 

understand the different types of savings and investments; realize the risli» and 
rewards involved; and gain knowledge necessary to extend, expand, and increase 
personal financial resources. • ' 



The, fact sheet method of presentation was developed to allow for easy reading, 
updating, and maximum flexibility. 
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.... ^ 

' ■ • \- 

The single-concept learning units are independent of each other and thus can be used 
individually or as an ei\jtire course, depending *upon your particular needs. 

Owing to the dynamics of sdciety, the units will require periodip updating to keep 
up with economic change and new ^legislation. 

At'Phe end of each unit there is a quiz for self-evaluation. The quizzes are designed 
to reinforce learning, not so much to provtf the student right or wrong. Some students 
may find these to be challenging, whi le others may find them extremely easy, Oth^r ^ 
quizzes, based upon some of the more technical information in the later fact sheets, 
coufd be developed if they would be more appropriated for your target audience. 

{. ■ 



\ 
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How to Use This Publication ' ■ ' . 

Use as a home-study course throligh correspondence.* 

oie at state educational events for adults and youth and/or at county consumer- 
directed programs. y ^ ^ 

3. Use us curriculum guidelines for individual programs or a series of classes. 

(The course may be taught in full, or specific units -and quizzes may Jie extracted.) 

^" ^IJP}!;:^^^ ""^^^^i^^s place one set in each Extension office for use by the 

5. ^Supply single/fact sheets or a»«ull set in a doctor's office; bank, supermarket. 
, self-leartiing center, library, .etc. , , f u. ^cl. 

to. Use with groups and organizations outside Extension..* ' 

^' fto^'brn^^';^^''/.^?' ^ °" ""^'^ ""^'^^ ""^^y expr^si^an interest 

(to be used as self-learning materials). /' 

8. Write up quizzees that correspond with an in^lividuar fact sheet 'rather than the 
entire unit and use in your program or through th^ mail. 

9. Use'.the units as the topi^ of an organization^ meeting or .workshop. 



Use the units as an educational supplement for' employees. 

Plan a television series ba.^d on tl^ units* Involve other resource persons 
in the programs. t^v^cwuo 



Develop 50- and 60-second television spots for broadcast; in youf area. ^ 



12 

13.. Develop a series of newsletters for an organization or the generll public. 

1\. Develop a radio series. * . ^ 

15. Develop a series of .news articles' for the local newspaper. ^ 

16. Plan talks using \he fact sheets as" a basis for discussion.- • ' 
17". Reorganize the units to fit your plans and goals. , ' ' 



See Appendix for , detai led instructions regarding- th^ 
publ icarioi^- as* a home-study course. 



\ 

utiliaation o^ this 
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Outline and Instructions 
for of Units. 



Inflation and economic uncertainty Have wrought havoc with many family budgets. 
A majority of consumers have difficulty making ends meet. Personal and family 
tmancial i^ecurity, a^goal.for ma-ny Americans, seems barter and^harder to achieve. 
Many consumers J^kot nlart their f 



Many consumers jAot plart their finances anil dp not realize' that strategies 
need to be updateJTfrpm time to time to' adjust to changing life-styles, age,' income 
situations, and family structure throughout 1 ife/ Many cons-umers do not make the 
most use of their credit, insurance, and saving dollars. Other^ are not familiar 
wit-h legislaf joQ protecting them. Many people feel out of control and do not 
communicate enough with other fiimijy members about financial matters or do not. 
share adequately in decisionmaking. * 



inis J^ome-study course (s<?lf-study program) hs^ been developed- to provide basic, 
comprehensive information on budgeting, credit, insurance, the financial aspects 
of housing, and saving and investing. Each uni$ was planned and designed as a 
self-contained learning package consisting of fact sheets and quizzes.'" 

It should be noted that constant economic change and new legislation .will require 
thAt the information provided in the fact sheets be updated periodical ly. 

Efforts were made to make the information contained herfein general enough to 
cover a wide geographic region. However, because of the diversity of state 
laws and interest rates across the couritry, this was not possible*, so emphasis 
was placed on information relating to New Jersey. , / 

1., The following is a summary of th^ VaVibus units in this publication 

UNIT I . FINANCIAL PLANNING ' ^ 

I . ■ 

How to set guidelines for personal an^ family spending, how to plan'a 
budget, how. to take financiaj^ inventory- and determine your net worth. 

UNIT II - COPING WITH CREDIT . . . • 

.. The different forms of cre\m , how to establish a oredit rating, how to 
handle debt*, buying a car on credit, how credit laiis f>rotect you as a 
consumer. * 

.UNIT III -.PLAN^^ING FOR [PROTECTION : , LIFE INSURANCE \ 

■ \ " ~ ;; 

The basic types of insurance policies, how to choose h policy that matches 
your needs, provisions for extra protection and settlement options. 

• UNIT IV.-* FINANCIAL ASPECTS OF HOUSING . ' ' 

. Factors> buying. a hodse, pros ,and cons of buying a house, considering 
the costs, the purchase agreement and th'e role of the lawyef. closing 
costs and legal fees alternative hou'sing options, homeowner's insurance, 
types of mortgages and how to understand them. , 



Outline «nd Instructions for M^e of Unlt$ 



Pftg^ 2. 



UNIT V/- MAKING YOUR MON^Y GROW 

\ How And how much to save, .establishing a personal or family savings plan» 
different ways to savVj, savii^g versus jnvesting, different methods of ^ ' 
investing, information And protection for the consumer • . * 

Instructions* * ' ' -r * * . ' ' 

Included in each unit packet will be a Cov^r' letter^ several fact sheets, and 
a quiz with return envelope. 

a:. Read the cover fletter-- it wl 1 1 , explain What materials ybu shoula find in 
V the unit packet- It will also tell you what date your quir should be 
returned by . ' 

h. ReUd the fact sheets and any charts and supplemental materials tljat 
accQmpany t^hem. \- ; v ^ 

T|iWe the qui^. (You may refer to the fact sheets whenever necessary.) 
d. ^il your completed quiz tp us in the enclosed return envelope. ^ 



e. 



yhe next unit packet mailed, to you will include the corrected quiz, .If 
youriquiz was returned aTter the scheduled date, it will be sent to you 
wtth thf following packet.' 



3. Recognit ion* . . * ^ 

Ji certificate of achievement will be sent to those participants who ccTmplete 
J the five-unit course by answering and returning all unit quizzes.* 



♦Applicable only if this unit has been administered as a home-s'tudy course 
through a County Cooperat ivfe E^xtension Service Office. \f not, please 
complete. the quiz and Evaluation Questionnaire and retain* for your own 
benefit and reference. 



D««r Pri«nd» 



We are very pleased you have enrolled in;' oiirttome' study course, 
"Youl\ Money Matters." / 




The five Mailings in the hOMe-study'^ourse yilj discuss the foltowing 
sut^ects: 



^ Financial Planning - How to set guidelines for yourself in your personal 
> and/or fanily spending, how to budget, and how to take financial inventory 
' (which shows jrou your net worth) . 



Personal Credit - How to use credit, how to shop for it, an ow laws 
protect you as a consuaer. 



i.. Life Insurance - What are the basic types of insurance policies? How do 
you natch then with your personal needs? 

4.""* HoXising - Renting vs. buying, how much can I afford, costs involved, and 
types of Mortgages. 

S; Savins/ Investments - Savings and investment options, bank accounts, stocks, 
bonds, mutual funds, what the small investor needs to know, etc., and 
^selecting a broker. ^ 

When you receive each unit, you should read Jj^informational material and 
take the quiz (all quiz questions can be imswered from the unit's fact ahemta). 

The completed quiz should then be returned to us in the self-addressed, 
return envelope. 



.|re will correct the quizzes and send them to you in the next unit. A period 
of three weeks will lapse between the mailing of each unit, from units 1 through 5. 

iVe hope you enjoy the course, and that you gain new insights into family 
financial managemmnt. 




Sincerely, 



# - 



Individual Learning Units. 
Unit I — Financial Planning 



r 



Denise M. Matejic, Associate Specialist in Family Resource Management, 
Department of Home Economics. Cooperative Extension Service. Cook College 
Rutgers University, N,J , 

Septerpber 1979 



DATE 



Df«r Prl«iid. 

We Are very plmed that you have enrolled in our hoMe-9tudy course. 
"Your Money Mitterl." . 

This Is the first unit of the course, end It cov^ Pinenciel Plennini. ' 
Included in^is jMi ling are: y ' 

- three fact sheets 

- a quix 

- a 4retum envelope 

We hop% that you enjoy the course, and that you gain new insights into 
financial Mmage«ent. 

r 

Please complete the quit and send it to us in the enclosed envelope by 

_ Returning your quix will help both of us to fee how Mich 

you have learned. 

Sincerely, 



/ 



\ . YOUR MONEY MATTERS 
\Financial Planning - UNIT I 

GUIDELINES FOR PERSONAL AND- FAMILY SPENDING 



FACT SHEET #1 



Examining personal and f^lly needs, setting goals, communicating i and 

Identifying values are the' stepping stones to efficient financial management. 

But they. must all be reexamined periodically since they will change as both 
y9u and your financial situation change. • i 

If you are ready, to work with your financial situation so that it will be 
able to work for you. take the following steps: 



EXAMINE YOUR PERSONAL SITUATION 



r. 



Are yoa planning any major changes this year, e.g.., changing jobs, moving, - 
buying fa hoiy^e. getting married, or entering the job market? How will these 
changes affect your financial needs? Ask yourself what special requirenents 
there will be fhis year that might put an extr^ financial strain on your 
budget. Are there any special v bi 1 Is you are exjiecting during the year? Are 
you planning to purchase a car? To go on vacation?' Are there, any major 
insurance payments t(^e during the year? Ilpw is your credit situat'i'bn? Are 
the bills coming in faster ^lian you are able to handle the;n.? * 

V^hen you examine your situat ion--your personal needs- -yoa might find that 
major changes need t(> be made. If so, work to make thos? changes possible. 

THINK ABOUT YOUR GOALS " . ' ' 

Your short-term goals are the things you want to accomplish within one year 
while your long-term goals are to be achieyed during the years to follow. 

People who set goals for thenselves are often more successful than those who . 
don't--they know where they're going yd what they want to achieve. Commit 
yourself. Write down your goals and their cost, if applicable. Think about 
how you can achieve them. • J 



GOALS 


No, I 


Cost 

— ^ — -■ ■ - - ■ 


No . 2 


Cost 


NO. 3 


Cost 


SHORT-TERM 




' — — *^ " ■ ■' 










LONG-TERM 















COMMUNICATE WITH FAMILY MEMBERS 

?ft her members in your family may have an. influence on how money is spent and/or 
how much money comes into the family. You may have difficXilty meeting your 
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Pact Sheet M ^ 2. 

personal gbal because it conflicts with the goals of^ other funily monibers. 
Therefore, you need to openjy communicate with the other memboivi, set 
priorities, and do some compromising. 

There is considerably less argument- -both about money and other subjects-*- in • 
families where both husband and wife share in making finahcial decisions.* 
(Communication and joint decision making are particularly important regarding: 

the budgcvt ^ - setting up a realistic savings and spending plan 

and St ick ing to it . 

savings - how much to save; when.tx) draw on It; who keeps 

a savings account in whose name; and how much should 
\ be kept in a joint savings^ account. 

consumer credit - Ihow much credit to take cm; where to b9rrow, at what 

^interest rate; who is responsible for making payment; 
what impact does the credit payment haVe on the 
M total budget . ^ * * ^ 

These are just a few of the items wh i.ch^S^4Quld be discussed and hand 1 fed in an 



open, and honest way. 
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DISCOVER WHAT* INFUIHNCHS YOUR FINANCIAL HRCISIONS 

Let's talk about the importance of our own value system as an influence on 
our spending behavior within the family. When you examine your, personal 
finances, think and talk about your attitudes and those of other family 
members regarding money. Do you shop for food compulsively every day of the 
week or do you pt^epare a list and follow a certain budget? When you go shopping, 
is it because of a decision based o« needs or do you spend because you are bored 
or unhappy? ^fhen holidays arrive, -do you tend to spend more than you can neally 
afford because you want to give love in the form of gifts? 

* 

« 

Think about the attitudes of your family members including your parents and your 
in-laws, because they certainly influence your lif^. The way your parents reacted 
to your spending behavior, how money w^s handled in your home when you were 
young, the values held in the community where you grew up, and the people sur- 
rounding you- -all these have an influence on how you s{)end. 

Understjanding your own and yqur spouse's reasons for spending will increase 
your ability to handle money matters effectively,/ ; ^ 

* As found in the survey "The American Family Report" conducted by 

Yankelovich, Skelly § Hfhite, 1974-5. > 



.\ YOUR MONEY, MATTERS 
' ^ Flnanc^l Pianaingv - UNIT 1 FACT SHEETHFI 

• ' - . - •• 

BPPGET PLAf^NING * * . 

To achieve a balanced budget, take t^ following steps: 

KNOW YOUR NET INCOME ' . - ' . 

^ ■ •* . ■ * 

Know and write down your net incoipo- -the amount of money that comes into the 
household after taxes, social security payments, and other items have been * 
deducted. . 

■ , " - ■ ■ 
KNOW HOW AND WHERE YOU SPENI> ' 

■ V J ■ ' ■ 

Oo over your ^canceled checks, receipts, department sto^e financial state- 
ments, bank stqgiements, etc., and try to remember what your past purchases 
were. ' • 

Start to write down all your daily expenditures. Take a red-pencil and 
circle all the purchases which you feel were unnecessary. 

Examine your spending item by item at ^1 east onde every week or two. De^de ' 
"ere you spend compulsively or without planning, and make necessary cKanges 
or the future, 

KNOW YOUR IRREGULAR FIX^D EXPENSES 



1 » 



If you have a payment of several -hundred dollars due,- divide that total by 
the number of paychecks you will be receiving. *\ 

It is better to„put aside small sums of money than one large lump sum. Let's, 
say that your car insurance is due August Is^: ^d is $416 for the year. If you 
figure it in your paycheck per week, you would only need to put aside $8 a week 
for this insurance ($416 + 52 = $8) and then these $8- sums would be budgeted 
throughout the year. The money ^an be put in a checking account or, better yet, 
in a special savirigs account set aside for such purposes. 

KNOW YOUR REGULAR FIXED EXPENSES 

Regular fixed expenses, are rent or mortgage payments; insurance payments, 
including automobile, life, property, health, etc., fif you set them aside 
regularly); installment paymepts; emergency funds; and 'any otVr fixed expenses 
you have. One good way of dealings with all expenditures is to calculate them 
per paycheck period, though some, people prefer «to do it on a monthly basi^v 



Fact Shetit *2 • • 2 

KNOW YOUR FLEXIBLB OXPRNDITURES ' . ' * * . 

f 

Flexible expenditures Includje food expenses; househ<^ld supplies, including 
repairs 'and maintenaivce; clothing and personel expenditures; medical and ^ 
dental tests; spending for recreation; .transportation costs; utility charges 
any charge acfcoUnt payments y^u have to make; etc. 

The following is a helpful tip regarding flexible expeiiditures : hobbies, 
sports, and entertainment can cause large expenditures. These items might' 
not have to be paid for all at one time. You might want tq plan for your 
vacation over the whole year and agqin divide it py the number of paychecks 
as we did before with the car insurance payment. This way it can be cjirried 
aA a ''regular" expense. 

Oncj^ ypu have written down all ^your fixed and flexible expenses, deduct them 
frob your net income. What you have, left are the monies y0u can put aside 
for savings or Investments to meet future goals, or for any other personal 
goal you may have. 

Net income (talce-home pay) ^ ' ^ 

Less total expenditures (fixed and flexlbla) ' ^ \ 
Money to do with as you please (save, spe//d, etc.) ^ . 



By taking the steps above, you can make sure that you will manage your money 
Instead of letting the bills manage you. 

TIP5 FOR BUIXIET ^LANNING 

Usinj^fthecfks , • 

Pay most of your bills by check. This will "help, you keep better track 
. of your expenditures. ^ 

Write down the purpose of each check. Add an asterisk (*) If you think 
that the amount might qualify as a tax deduction at the end of the year. 

Identify on the check the' category into which this expense falls-- 
for example, education, business, ^ church, contribution, child care, 
interest portion of a loan or credit. 

Keep checks returned by mail in two .different envelcmes. One envelope 
will hold information for general reference and record -keeping purposes. 
The second envelope will holdijho^e checks that are related to tax 
deductions. In this second envelope, also keep track of those expendi- 
tures for which you don't have a check. You do this by enclosing a 
receipt, slip of paper, etc. V ^ 
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Fact Sheet >2 , 3. 
Watch Your Daily Spending ■ 

Many people /have found that a simple sheet of paper, where one cqn 
write down day-to-day spending', helps to keep'control over expenses. 
Many times we spend $1.50, $1, 50<, or smaller amount-s of money and we 
evdn realize it., If we keep a record of our spending, it makes 



don' t 
/is aw 



awarefiof tl^e .leaks/ i-n our budget , and the habits we niaj wish to change. 

Keep in mind that-tlie modern way to budget is not just bookkeeping and 
recorjl keeping and should not be considered a difficult chore or a 
nuisance. The moderh way tCK budget is to program your dollars accord-, 
ing to your own preferences and needs. 

Bo aware t|iat you are constantly confronted 'with choices whtch reljuire 
you to make decisions. Be also aware that once you allocate funds for one 
item, you may have to do without something else. For example, a vacation 
or a piece of furnitpre will not only cost you dollars, but ijiay force you 
to postpone the purchase of a car. , 

Cha rt Your Financial Course: Anticipate Ifixpenditures and Incoming Bills 

A budget plan will serve you better if you*rQ able to anticipate expendi- 
tures- -espec ially if these expendrtures are payments that occur at 
irregular intervals during the year/ or credit card pa)*nents that ^re 
due at different times of the yeai^. , * ' . ' 

* 

f-xamples vOf anticipated expenditures are insurance (due August and 
January), tuition (due August and December), air conditioner repair jfdue 
next summer), Federal Income Tax (duo-April 15), magazine subscript irons, 
club dues, and vacations. 

Table 1 (page 4) will help you analyze your anticipated expenditures for 
the next 12 months and give you a clear picture of how your payments* are 
distributed. First, determine the monthly expenses for an item and enter 
them in the appropriate columns. Add horizontally the monthly expenses 
to find out the yearly expense. By dividing this yearly total by 12, you 
will get the average monthly expense for this particular item. 

Next, vertically add up all your monthly expenses to determine yo^r 
total anticipated expenditure^ per month. Then horicontally add up these 
monthly totals, divide them by 12, and you will have the average antici- 
pated expenditure per month. ^ 

A bin reminder (page 5) is an'other useful tool in budgeting. It serves 
as a record of your unpaid bills as well as a checklist of payments and 
outstanding balances. ♦ 

Table 2 is a bill reminder that you can fill out and save. If Used 
regularly, it will keep you jup-to-date (fn till your bills. 
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* 'V 'TABLE 1 . . For Fact Sheet #2 .-.Page 4 

Anticipated Family Expenditures Wi'thin the Next 12 Months ^ ' • / 

Directions:- Fill in ^he amounts of anticipated expenditures belbw as best you can. An exaJlUc is provided: ' 

■ . j 

^ figures monthly amount 



\ 

Item 



Vac at ion 



. - *Add * 'Divide by. 1'2 

, ^ monthly • for aver<\ge 

Jan. feb. Mar'. . Aprrl Maj^_^jT^^ujj^_^ ug.^^ sept . Oct. Nov. Dec. 



$500 



$100 



$600 



$50 



Totkl 
Amount s 



I 



• Example 
, * $500 + $100 » $600 
O ( ** $600 ♦ 12 » $50 [ ^ 

Th© $50 W the monthly amount needed to be set aside. 

ERJC ■ . _ 
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DIRECTIONsS; 



TABLE 2 ^ 
Bill Reminder 



. For Fact Sheet #2 



h 
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. Fill inxthe informationQn bills the dvy^thty arrive' and when payirients are made. Always 
include Tlinpaid balance if applicable. / 



DATE 

RECEIVED 



^TYPE OF BILL 



AMOUNT Of 
TOTAL BILL 



DATE 

PAYMENT DATE 

.DUE PAID 
n 



A^fcuNT NEW UNPAID 
PAID B^LAN^g>>>^ 



COMMENTS 



ji 



* Afflount of total bill minus amount paidk> 



Fact Sheet #2 \ - j6. 

PROGRAMING MY $'s ' ♦ 

Budgeting means programming your $'5- ITiis means' having control over your 
expenditures by: / 

jReviewing past spending periodically. " . - 
Recording expertditures eacK pay period. 
Projecting future spending. 

Here^s What you should dor 

Step 1. Before you program your dollars, write down your goals. Be very specific. 
(TV this year, car next year.) Include all family members in the dis- 
cussion. Find out how they think the income should be allocated. 
In'dividual members are usually surprised at the other members V'^trerie^^x 
and preferences. Writing down goals and discussing them will help each 
member understand and tolerate the desires of the others. 

Step 2.^ List your day-to-day expenses^-especially if you feel your financial 
situation dobs not a-llow you to live up to your expectations. (See 
checklist of day-to-day expenses.) 

Step 3. Start with your net income (take-home pay) and deduct all fixed expenses 

you incur under your current standard of living. The amount you have left 
^^^^ what you have to live on. If you cannot make ends meet, then you 
-^"^ would have to lower your fixed expenses or supplement your income. 

One purpose of setting up a budget plan is to meet individual or family goals and 
needs. Write down your current and anticipated monthly expenses on the ;^fol lowing 
list as they fit your spending pattern and your situation and needs. Using this ^ • 
ch<?fCklist will help you identify your personafl expenditures and Analyze your 
spending pattern for comparison with past and future expenses* You can also make - 
a copy of this chart, include it in a three-ring binder, and use it to compare 
current monthly figures with past expenditures. Savings can result if you cut 
down on your flexible expenses. 
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CHECKLIST OF DAY-TO-DAY OR MONTHLY EXPENSES 
(including vfhat you set aside for savings) 



FSOD: 



Rent or mortgage payment 

Property tax, insurance 

Fuel (heat) 

Gas 9 electric 

Water, sewer ^ garbage 

Maintenance and repair 

Qther 



^ CLOTHING: 



Groceries, other food supplies 
Meals 

School lunches, business lunches 
Milk 

Bakery or delivered goods 
Other 



HOUSEHOLD EXPENSES 
AND. SUPPLIES: 



Normal needs of all members of family 
or self 

School clothes, office clothes 
Seasonal 

Laundry § dry cleaning § repair 
Special events, spprts clothes 
Other 



Cable TV 
Tools 

Regular tepairs 
Towels, linens, etc. 
Cleaning supplies 
Telephone 
Other 



TRANSPORTATION: 



Gas S oil 

Auto, repairs, tires 

Automobile insurance, license fee, 

inspection, etc. 
Public transportation, parking 
Other 



Fact Sheet #2 . 

*itge 2 of Checklist of Day-to-Day or Monthly Expenses 



MEDICAL: 



Doctor 
Dentist 

Prescriptions Q drugs 

Glasses 

Insurance 

Other 



PERSONAL EXPENSES: 



Self, e.g., cigarettes ^ 
Spouse, e.g., tobacco, office-related 
expenses 

Children: schooL-xosts, allowance,^ etc. 

Beauty care, toiletries 

Recreation (vacat^ion, sports) 

Hobbies, pets, gifts, music lessons, etc. 

Movies, plays 

Home and other entertainment 
OtheV . . 



MISCELLANEOUS: 



Newspapers, magazines, record clubs, other 
Ol^ganizations (union fe^s,s.dues, clubs, 

other) » ^ 

Gifts (birthday, Christmas, : other) 
Equipment^ I 
Lessons - r 
Babysitting 
Alimony/child support 
Alcohol, other beverages 
Social Security / 
Income tax, other * 
Other 



EDUCATION: 



Tuition 

Books 

Supplies 

Magazines 

Lessons ^ 

Equipment 

Other 



b6MAtt6N^: 




r 

- ,j , , . i 




Church^ 






All other 

. 


1 
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P«ge 3 of Checklist of D«y-to-D«y or Monthly Expensos 

' ' ^ ' ' ■ : . ■ ' 

Insurance : — 

.Life* insurance, health, hospitalization 

Retirement fund , 

Other 



SAVINGS: 



Adapted from the Madison Consumer Credit Counseling Service's Forum 
on Budgeting, Madison. Wisconsin. v s porum 
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PROGRAMMING MY $'s 

4 

Setting up a yearly or monthly budget 



This chart is an additional tool which can aid you in setting up a yearly or monthly budget. Your^ budget is a 
personal guideline for spendijiig. By organizing your expenses into categories, you can be on your way to 
"programming your $'s." ^ c. 



K TOTAL INCOMi: 

(salary, wages, interest, 
dividends , soc iai 
security, and other) 

less a I L withholdings 
(^See (a) on next page) 



TAKR^HOME PAY 



I'lXIiD EXPENSES (b) 

Rent or mqrtgage payments 

Insurance payment s : 

Automobi le - ' 

. Life 
Property 

Health, hospitalization 

Installment payments (c) 

limergency fund (d) 

Any other (e.g. Food stamps) 

FLEXIBLE EXPENSES (e) 
Food (f) 

Household suppl ies 

(repairs, maintenance) 
Clothing and personal ^ 
Medical, dental costs 
Recreation (g) 
Other, (h) 

Gost of transportation(i) 
Utilities (j) 

Other charge accounts (k) 
Any other (See checklist) 



r 



•TOTAL EXPENDITURES NbW 



L 



3. TAKE -HOME PAY 

Less TOTAL ' . ' 

GXPENDITURES 



AMOUNT WlilCH CAN BE 
SET ASIPE FOR SAVINGS," 
REALIZATION OF FUTUIE 
GOALS , INVESTMENTS , \ 
OR JUST FOR "FUN". 
(1) 



$ 
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GOALS 



MY 



Short-term! 

4 

Long-t6rm: 

"f • — ^ — — _ — - 

MANAGE YOUR MONEY INSTEAD OF LETTING 

THE BILLS MANAGE YOU... THE CHOICE IS YOURS. 



Fact Sheet ''•2 * * 

, NOTES ON "PROGRAKWING MY $•?•• ✓ ' * 

(a) Jncome^tax. social security, hospital Insurance, credit union withhtldinss. 
union dues, ahd any other automatic deduction from wage or salary. e 

(b) Total all known fixed expenses that you will incur over the next yeaV Divide 
the total int\9 the nOmber of paychecks you will be receiving. It's better to 
allocate small sums than one large lump sum to pay for thfy? expense. Example: 
Car insurance is due August 15--put aside $8 per week for the insurance rather 
than pay $4J6 at one time. • ^ 

(c) When you take on an installn^ent debt; yOu sign a contract. This is a Je^al 
document and is binding. The installment payments are then fixed expenses. 
The amounts are predetermined in size and date. 

(d) Emergency futid is listed under fixed expenses as a measure of protection so 
that you have somethiag to fall back on in case a need arises unexpectedly. 

(e) Calculate for each paycheck period or per month or year. 

(f) If you purchase food stamps, put the exact amount uader fixed expenses. 
Only additional cash outlay is recorded under flexible expenses. 

(g) Hobbies, ^sports,, entertainment, vacation, etc. You might want to divide the 
money planned for y^ur vacation over the whole year and carry it as a reoular 

' rathdr than flexible expense. . ' * 

(h) Social obligations, gifts, charities, repairs, maintenance, church, Christmas 
» club, vacation club, etc. 

Include car, bus or train, license, registration, gasoline (cash or credit) 
and auto maintenance. ' 

\ ■ ■ - • 

(j) lelephone, gas, electricity, heat, water. 

(k)" Whether you use credit cards or buy on a reguUr 30-day charge account or 

revolving charge account, you can adjust the payments more or less as they fit 
into your budget. Phclude the ..payments you want to lAake in your flexible 
expenses under the corresponding ltem--children's outfits under clothing;* 
gasoline under transportation. If you prefer, combine all charge accounts 
and list under (k). 

(1) Treat yoj^irself to an evening out, buying something that you have wanted for 
; ^ a long time, etc. 
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YOUR MONEY MATTERS 
Financial Planning' - UNIT I tACT ^HEgt ^3 



TAKING FINANCIAL INVENTORY 



HOW MUCH AM I WORTH? - 

Taking financial inventory means determining how much you are worth^in dollars 
and cents. It means calculating your financial net worth. This is a simple 
procedure which can bring you great benefits if, followed regularly. It is a 
good Idea to calculate yoUr net worth once a year, or more often if your personal 
situation should change. , 

One benefit of going through these calculatidns is that you 'will have an exact 
p cture of your financial situation at a particular point in time (e.g.. December 
iiot a given year). This gives ^ou a means of comparison for the next year 
This comparison will help you In making major personal decision? not only in ■ 
relation to personal and financial management, but in- relation to long-term - 
personal and care<^ goals. ■ , 

Another -benefit of going through this procedure regularly is that you will have 
records of proof for insurance claim purposes, if you ever need them. ancT evidence 
of your assets at 'the time of their purchase. If is considered a good idea to 
save .receipts, and to take pictures of all your valuables. Keep them with your 
annual financial net, worth statement in a safe place. 

A third benefit is that banks and lending institutions may require a financial net 
worth statement before loans are given.. If ycm take your financial inventory and 
have this information readily available, it will be much easier for you to get a 
personal loan or a mortgage for a house. ? 

STEPS IN TAKING^INANCIA^ INVENTORY 

Liquid Assets (That which can be readily converted into cash) 

Take out your checkbook, your savings book, and a pencil and paper. Write down 
the monies you have right now in your checking account and in your various savings 
accounts. Do you own any st9cks or mutual fund shai-es. or U.S. Government savings 
^bonds Series E?, These assets should also be listed here. AH of these assets are 
liquid, which me&ns that the/ can be readily converted into cash. " (S'ee also the 
lection entitled "My Liquid Assets" in the supplement.) 

Other Assets (Possessions of value) 

Also of value are the things around you- -furniture, rugs, stereo^-system, radio, 
photographic and other equipment, paintings, jewelry or furs, etc. 



>' er!c 
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It doesn't matter what you paid for then several years ago because th^se* values 
have sihce changed. You need to do a little comparison shopping to come up with 
their market vfilue. Market value is the jirice you could get for those items if 
you were to sell them today. Don't forget your car and your house, if you own < 
one. They have a market valOe, too. Wtite down the valup of all the items that 
yoii own. ' 

Liabilities (That which you owe) 

Now make a list of your liabilitles^-everything you owe. You have short-term 
liabilities-*those bills that you must pay right now (e.gt , phone» dentist, 
department store); intermediate- term liabilities, which must be paid within a year 
to 18 months (e.g. , photography equipment for a darkroom, typewriter); and long- 
term liabilities, which^must be paid over a number of years (e.g,, installment 
^ credit you have outstanding on furniture, tar loan payments you have to make to the 
bank, the mortgage on your house). 

Net Worth (How much you ate worth financially) * 

Now that you have written down all your assets and all your liabilities, subtract 
what you owe froift what you own . The amount that you come up with is yoUr financial 
net wrth at a particular point in time. This statement or form is also galled a 
personal balance sheet. * 

The special value of this exercise for any individual or family is that it provides 
a tool (a personal balanc;e shfeet) with which to compare one's financial situation 
from one year to ano^^her. I A your financial net worth does not increase from year 
to year as you would like it to, look into the situation and see why. Have your 
liabilities increased more than you Realized? You may have started to deplete 
your savings and may not have l?een aware of the situation. You now have a tool to 
get ayhandle on your tota^ financial situation, and manage your money matters more 
efficiently. 

MaKre & copy of the form ''Your Financial^ Inventory" (next page); then take youi| 
financial inventory and calculate your net worth. Next, date the document and 
keep the qopy in a safe place. Also, attach photographed receipts of valuable 
items--fumiture, jewelry, etc. --if you can. Compare this inventpry with next 
year's inventory to see how you fare. 
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YOUR FINANCIAL INVENTORY 

f 

A general practice for business, educational, and other organliatibns 4s to 
complete an annual balance sheet and to conduct a regular inventory. They do 
this to check on their financial status and oh progress madtf (or loss incurred) 
during the preceding year. — 

Individuals and fttii lies should consider themselves as economic units and siiould 
also include such an exam^ination in their "annual checkups." 



YOUR AiSSETS 



Xey: ~ 

(a) - balance 

(b) - market value 



(c) - cash surrender 

value 

(d) - cui^rent redemption 

value 



WHAT DO I OWN? 

My Liquid Assets (readily convertible to cashl- 
Cash 

Bank Accounts: 
Checking (a) 
^Savings (a) 
* Savings bonds (d*) 

Life insurance (d)" . . 1 

Bonds : 

Government (b). Municipal (b) 

Corporate (b) 
Stocks (b). Mutual funds (b) 
Miscellaneous: 

Prepaid taxes 

Prepaid insurance / 
Other (gold bullion, silVer bullion) 

My Other Assets-- a 
Cash value of company retirement fund 
(belongs to you whether you stay 
with company of not) ' 
Cash value of private pension plan 
Cash value of profit-sharing plan 
Home (b) 

Other real estate (b) * 

Vacation property 
Cars (b) 

Personal property (b) 

silverware, jewelry, furniture, 

large appliances 
Other personal property (b) 

stamp collection, coin collection 
Real estate held for income (b) 
Investment in antiques, art collection 
Debts others owe you 
Other ^ 



Value 
Today 

Date 



Value 1 
Year Later 

Date 



» 

( k 



Value 2 
Vears Later 

Date 



Total Assets 
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XOUR LIABILIXIBS 



Date 



1 Year 
^ater 

Date 



2 Years 
Lat^r 

Date 



WHAT DO I OWE? 
My Liabilities (debts)--* 
Current debts 

charge accounts, credit cards 

real estate taxes, personal taxes due 
Installment, debts (balance due) on 

furniture, TV, appliances, car, etc. 
Mortgage debts j^home and other real 

estate) /> 
Miscellaneous (loan on lif^ insurance 

policy, small business loan due, etc.) 
Other debts 



Total Liabilities 
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YOUR NET WORTH 



How Much An I Worth? 7 
N«t worth equals total assets 
minus total liabilities 



Total Assets 



Total Liabilities 


r 1 1 ■ - ■ . 

NET WORTH 

?— — 







This is a preretirement checklist: 

I 

List your expected income after retirement: 

• income from social security* 

' . company retirement benefits 

• income from annuities, rents 

income from savings 



Total per month 



III 



Disability prote/tion: 

/ * 

. private disability insurance 
. social si^curity disability 
payments (including SSI)** 



• II 

Extra protection in case of death 

face value vof life insurance policies 
. remember,, if there is a loan on the 
•policy outstanding, the amount of the 

loan should be deducted from the face 

value of the policy 
. social security payments to qualified 

survivors** 



IV 



Other 



1 . • ■ * 

^For information on social security, check personally with your local office. Social security regulations are 

^n?hn?.!I!^ !*o?4S*'? ^* *^if^*!:?"*: this includes the Supplemental Security Income (SSI), which is now available 
to those who qualify (over 65. disabled, blind, with limited resources, etc.). v 

**You can also check your social security record and request a statemen.t of your earnings. 

3^ * " / . • ■ 37 
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QUIZ POR UNIT I FINANCIAL PLANNING 

■ / ■ ■ 

D«ar Friend, . y^' . 

Thl* quiz cQYo»s Fact Sl^eets 1, 2, and 3 of Unit I Pihanciil Planning. 

After reading the f«ct sheets, you are ready to complete ^e quiz. Peel free 
to refer to your fact sheets whenever necessary. Please follow the quiz 
instructions, and return the quiz in the return envelope.* 




Name 



. Address 

\ 



Zip 



Instructions: 

This quiz contains two types of questions, true-false and multiple 



le^^oice. 



True- false: Circle "T" if the' statement is true, and "F" if the statement 

is false. ^ 



■Multiple choice: Select the best possible answer and iJfite-th^e corresponding 

let.ter in the blank projided. \^ 

^) ^''hich of the following i^ay influence your financial decisions? 



2) T F 



a. parents' attitudes *^d. your chiT3?^tHaneeds ' 

b. your mood e. your decision tS^^tl^^e j.obs 

c. your spouse's goals f. all of the Above 

Before setting up a budget, you should understand family valueli think 
about your goals, examine your personal situation,~lmd communicate with 
other family members, if applicable. 



3) T R one purpose of setting up a budget plan is to meet individual and/or 

family go8l5 and needs. • 

# 

4) T F Net income is all the money that you earn before taxes and other deductions 

are subtracted. 

\ 

5) T F Paying bills by che^k can be a helpful tool for record- keeping purposes. 

6) T F One way to meet laige irregular. paymentV, such as car insurance, is to 

break down the la?/ge sums into smaLl sum? which can be set aside until ' 
the payment is due. ^.^-^ ' . 

7) T F *Rent or morti^age payment is considered a flexible expense. 
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8) T F Liquid assets ar«v««sily converted into cash withiti a shor,t period 
of tiae. c 



9) Financial net worth is: . 

a. . total assets sinus total liabil 

b. liquid assets minus other asset 

c. original price ii|(||»us market value 

d. liabilities minus liquid assets 

■ ■ ■ ' , ' ■, . , 

10) It is possible to control your money rather than having your money 

control /you by: 

a. taking financial inventory 

b. underst^anding individual and/or faftlly values, goals, needs, and 
priorities 

c. developing a workable budget < 
rf: all of the above . . 



We would appreciate the following information to help us imp!^ve our service: 

Have you used or shared any" of this information from the fact sheets or 
do you plan to do so?* 

^ . Yes , No 

If yes or no, please explain. 



^Applicable only if this unit has been iadmlnistered through a County Cooperative 
Extension office. If not, please complete the quiz and retain for your own 
benefit and reference. 



/ 
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Unit II -T Coping with Credit 



Dpnise M Matejic. Assoaate Specialist in Family Resource Management - 
Department qI Home Economics. Cooperative Extension Service. Cook College. 
Rutgers University, N,J * . 

September 1979 



DATE 



Dtar PrlMid, 

ItoTf if th« SMOnd unit of our hoM-stuay course, "Your Monoy M»tt#r«." 
This unit it on Copini With Crodlt . 

Indudod in this packot aro: 

- •ight fact flhoats (fact shoot f8 coms in four parts) 

- a now quit 

- a rOtum onvalopo . . ^ 

- your corroctod quit fro« Unit I, if you rotumod it on tl«o. 
woron*t ablo to rotum your quit on tl»«, ploaso fool froo to sond it 
to us now. Wo will corroct it aiid rotum it with tho noxt ■alUnf *) 

Wo hopo that you find those fact shoots holpfUl as tools in leaminghow 
to f^t the aost ttom your woney by using— or deciding not to ufO—evodU* 

Please fill out the quis and send It to us in the enclosed onvelope by 

We will corroct it and return it with the next 

■ailing in approxiaateTy three weeks. 



Sincerely, 



YOUR MONEY MATTERS : 
Coping With Credit - UNIT II PACT SkfeEt M 

WHAT IS THIS PRIVILEGE CALLED CREDIT? 

WHAT IS CREDIT? 

Credit is defined by the dictionarf as "belief; confidence; trustworthiness." 
Credit is a privilege for those who Hire wAling to assume the ?^spons?bilities it 
carries. Buying on credit enables people to hive what they want when they want 
it, even if they do not have the cash on hand. 1 
* I 
But credit can be a uixed blessing. Impulse buying or the ^ase of saying "charge 
it" can get the best of you, creating a buying habit that gets out of hand and 
generates many bills. 

How you spend money and how many credit cards you use is your personal decision. 
Analyze your personal or family needs realistically. Scrutinize them and set 
priorities, ^e an overall financial plan that is tailored to your circumstances. 



Consider your credit situation when you devise an'^verall savings and spending plan 
How much credit (debt) you can safely assume will depend on: 

. The size of your family--its medical, clothing,'^food, housing, and school 
expenses. 

. The stability of yftur job--whether it is secure* or not. 
. The siie of your income. 

. Whether additional payments will fit into your overall budget and still 
. leave some cushion for an emergency- -consider housing, transportation. 
Insurance, current debt, and other financial obligations you may have. 

Ther* is a rule of thumb which says: 

Consumers should not have more than 20% of their take-home pay outstanding In < 
consumer credit (not counting home mortgages). Some say not more than 10-15% 
should be outstanding, and this amount should be repayable within 24 months. Nowa- 
days this will not always be possible, especially in the case of car loans. But 
the guidelines should at least be considered. 

TIPS ; . 

Do not use credit if you are already finding it hard to pay your bills at 
^he. beginning of each month. If you find yourself making payments on your 
*ortgage later and later every month, taking on more debtl^s not for you. 
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Ttx, to have three nlonths' salary in the bank to fall back on should you 
need it. Remember thar%hen you buy on credit, you have to pay finance 
charges (interest) for the privilege of buying now and paying later. 

WHA^ PAYMENT OPTIONS ARE AVAILABLE? 

Paying Cash - • \ 

There are certain obvious 'advantages to paying cash. The price is paid in ' 
full at the time of the purchase; there is no need to keep up with monthly 
payments.. With cash and carry, there are no further contracts to comply with. 
The buyer does not havb> any finance charge or interest added to the purchase 
price\ This can be quite a saving in the long run. Also, the goods are 
yours and you don't owe anyone anything^^ 

Three disadvantages might be that you have tip pay the total price all at 
ohce. This is fine if ydu can afford it. You mighjt have some difficulty 
exchanging, or returning merchandise, but it is possible to do so in some 
cases. Finally, the seller might feel less inclined t>o service cash 
customers in an efficient way. 

Use of cash is determined by your budget, and how you prefer to isave and 
spend. 

Buying on Credit - • 

lyhat are the Advantages of Buying on Credit? 

Buying on credit can be a form of forced savings. An individual or 
family may find it easier to pay off a debt in regular amolints than to 
sa^ the money first and then n(ake the purchase.* Because of the high 
COST of credit,' this, may may not be the ideal way of managing one's 
resources, but it's better than overspending and not saving anything. 

. Charge accounts and ciredit cards are' convenient, (liere's no ncjed to 
carry large amounts af cash. 

Buying on credit gives you the use and, in some cases, the ownership, 
9f goods or services for which you cannot afford'to pay on the spot. You 
may need or want the item now but lack the ne'cessary funds. 

What Are NSome -Disadvantages of Buying on Credit? ^ 

. "You may be tempted to buy more than you teally need, just because it's 
easy to say "charge it." 

. It is easier for you to be lax^n making choice. Maybe you don't need 
a color TV, and it's really t<Ki expensive, but because on credit it's 
only $10 a week, you buy it, forgetting to comparison shop. " ' 
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Individuals or families who habitually buy on credit often pay an 
additional charge on everything they purchase- -adding as much as 18 
percent or more to the cost of the goods or services. 

You may have unexpected needs or emergencies which will be hard to pay' 
tor If you've tied up your money in credit payments. 



COMPARE FORMS OF CREDIT 



Credit Cards and Charge Accounts 

- No downpayment is required. 

- Application for basic credit is made 
and, when accepted, the buyer need 

^ only sign a receipt in return for the 
goods ^t the time of each purchase. 
You will be sued if you don't pay. 

^ You then have to pay what you owe plus 
count costs, 

%■ 

- No finance charge if account is paid 
within the stipulated time after 
receipt of monthly- statement (usually 
30-60 days after billing date). Pay- 
ment can be made in a flexible way. 
Usually there is a minimum monthly 
payment. In the case 9f a. revolving 
charge, there will be an initial agree- 
ment between the buyer and seller on 
the credit ceiling (the limit up to 
which the consumer can charge Or borrow 
At any given time) . , ^ 

■ Used for purchase of small consumer 
goods and services. Convenient. You 
need not carry large amounts of cash. 
Makes it possible to take advantage of 
sales. / 



Installment Credit 

A downpayment is usually required. 

Buyer signs a closed-end, conditional 
sales contract that is a binding legal 
document. Nonfulfillment of any point 
in the contract can resultr^ in repos- 
session or a lawsuit. 



Amount of each installment payment 
is predetermined and included in the 
contract. Usually payments are made 
at regular intervals (weekly or (fnonthly) 
over a period of 12, 24 or 36 months. 
Finances charge is always added to the 
purchase price and will be included in 
the regular payments. 



Generally used for purchase of major 
items, e.g., TV, furniture, car, 
appliances, etc. 



Buyer has possession and use of goods 
and is legal owner. 



Merchandise can usually be returned 
or exchanged easily. 



Buyier has possession and use of goods, 
but seller retains title iind is the 
legal owner until, the last payment is 
made. 



- Merchandise cannot be returned or ex- 
changed. The contract ^annot be 
cancelled. 




* 
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Servicing of aerchandise is usually 
easier for "preferred custoners" 
whN> have charge accounts or credit 
cards. 

Short-tera 'convenience is nice. 
If used ca;reCully, it should not - 
cut too far into your future income. 



Servicing of merchandise is usually 
easily obtained. 



'Yakes away from future incpne because 
of monthly payments due for predeter- 
mined length of time. 



Before you d^ide which form of credit to use or whether to use it at all, inform 
yourself thoroughly about the different types of credit and the options available. 
Then you can make a responsible choice that will fit within your budget. 



V 



/ 
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YOUR MONEY MATTERS 
Coping With Credit - UNIT II PACT SHfebl' 15 



HOW DO t ESTABLISH A CRE DIT RATING 

AND WHY i§k^^^G-mGmm — 



YOU AND YOUR CREDIT RATING 

Whether you are single and just stepping into the labor force, newly divorced, 
widowed, or happily married, it is important for you to establish a good credit 
rating. Later it will enable you to qualify without difficulty for a loan when 
you need it most. Keep records of financial transactions and act responsibly. If 
you cannot pay a debt, speak to the lender and negotiate. 

There are many places where you can apply for loans or credit--bankjr, *small-loan 
companies, credit unions, and retail stores--but be aware that costs vary from 
place to place. Before making a final decision about applying for credit or a 
t^an, shop around ^d decide which lender offers terms that best suit^our own 
situation. 

ESTABLISHING YOUR CREDIT RATING * » 

There are several ways to establish and maintain your oi2 credit rating. Since 
individual needs vary, you may find that some are more helpful to you than others. 
You can pick and choose one or more of the suggestions below which best apply to 
your circumstances. 

V 

. If you are divorced, taking on responsibility for jointly Incurred^debts wUl 
indicate that you are financially dependable. * 

. Get a full- or part-time job. After you have worked for several months, take 
steps to establish a ^ood credit rating. Be aware that you may have to be 
employed for 3 tOv 12 months before you can qualify for a cash loan or other 
types of credit ,jaepending on the lender. , 

. Open a checking account in your own name. If you are married and have a joint 
apcount with your husband, open a second account under your name only. Be sure 
ijot to overdraw as this infomiation- will be recorded and will adversely affect 
your credit rating. 

. Apply for a "ready check" or "overdraft" account with your' bank in your own 

name. You don't necessarily have to use it, but the fact that you have been \ ^ 
accepted will be recorded in your credit file and will be to your advantage 
if you later need other types of credit. 

' tf^inn^?^4fif}?*^*'P!l'^°*® ''f****^^ ^""""^ department store, gasoline) even 

if you initially need a co-signer. Later you can |iake a change and have the 
account in your own name. J 



o 
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Apply for a charge accost in your name with a local store. If you are narried, 
be sure you have your ofm account number i(nd are not Just listed by your name 
under your husband's account number. Otherwise the record of your payments 
wii; go into his credit file, not yours. 

Apply for a multipurpose credit card, such as American Express, Carte Blanche, 
and M^ter Charge. Again, you don't necessarily have to use it, but the fact 
that ybu have been accepted will be to your advantage when you apply for 
other types of credit. 

Borrow cash from a bank or credit union. You will probably need a co-signer 
Initially. If you apply for an installment loan, make a large downpayment 
and then pay off the loan according to the^rms of your contract. 

. Pay for the purchase of furniture, a car, or a major appliance on an install- 
ment plan through the dealer if you don't vfant (or can't get) a direct loan 
from a credit union or bank. You will probably need a co-signer the first 
time you apply for such credit and pay a higher interest rate, but you will be 
offered convenience and service in return.' And the record of how you pay off 
your loan will go into your credit file. 

. |k)rrow money from a consumer finance company if you neil^ "instant" funds or 
don't qualify for a lower cost loan. These companies take greater risks 
and usually offer faster service than do banks or credit unions, but they 
must charge a higher interest rate to prote<;t themselves. 

WHAT IS A CREDIT ANALYSIS? - 

The decision to grant or not to grant credit and loans is based on sound credit 
analysis. Your application and interview will furnish most of the needed informa- 
jtion to the lender. 

In a credit analysis, what will be considered? 

. Your personal qualifications such as character and reputation. 
. Your Income, which measures your ability to repay, will be checked for: 
Size--'Can it "carry" the loan you want? 

Stability--Is your income reasonably assured and coiaing from a reliable 
source? 

. Your overall assets--In other words, what you own. 

. Your profession— What type of job is it? Some are considered more 'Irisk-prone" 
than others in terms of loan delinquency and nonpayment. How steady a worker 

# aye you? How long you have been on the job and whether or not you are a "job- 
hopper" will be considered. * 

. Your credit rating- -How prompt were you in previous payments? What does your 
credit report &ay about you? How do you stand as far a/ your proved "willingness 
to repay" is. concerned? / 
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Your type of residence- -Do you own or rent? How long have you lived in your 
current location? (Frequent house-hopping may be held against you.) 

. Your purpose for borrowing- -How sound is it? Does it fit into long-range goals 
and plans, or is it Just a whin? 

These and other factor!^ are weighed by lenders when they decide whether to 
accept or reject your application for a cash loan or other type of credit. 

For ejLample. assume that two people are applying for similar loans. Several 
factors would be weighted in each case. 

Person A; Has an Income of $16,000. 

Held three different jobs last year. 

Has several sizeable charge accounts with payments overdue. 
Changed residence three times In the last two years. 

Person B. Has an Income of $10,000. 

Held one job for the lest five years. 

Has only a small outstanding debt. 

Lived in the same residence for the last six years. 

Although Person A's income Is larger, It would probably be concluded that Person 
A IS a greater credit risk than Pel-son B, who Is more dependable. 

At first you may need ^ co-signer to obtain a loan or credit. Pay off the 

original debt promptly and then reapply for credit and insist, on the basis 

of your proven Income and willingness to repay, that you do not need a co-signer. 

Also realize that if you are asked to co-sign the note for a loan, you should 

think it over carefully! You will become responsible for the repayment of a 

loan, and you will have to' pay off the loan should the person you signed for 

default. Be sure you are prepared to take on such a financial burden. 

WHO ARE THESE PEOPLE WHO KNOW SO MUCH ABOUT MY CREDIT RECORD? 

Credit -reporting Agencies 

CREDIT BUREAUS are reporting agencies that receive and file records of 
credit transactions. If you are over 18, the chances are that you have used 
credit sometime. Each use Is recorded in your file at a central credit 
bureau. When you apply for credit or a loan, the lender usually asks this 
bureau for a report on you. The lender will want to know how promptly 
you have repaid other loans. Your credit file will show your record of 
payment (any overdraft or default) ,' and will indicate whethei- you might be 
a good credit risk. 

Greater mobility of consumers, changing family patterns, increased standards 
of living, and consumers' demands for more and quicker access to goods and 
i^uJ tndmSuiJs!"'"' "^'^ computer-stored, reliable information 

1 
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Credit bureaus do not Mke decisions, they only process infomation and 
Make it available t^o credit grantors. The lenders then make decisions 
according to their individuil standards, and based in part on the information 
the credit bureau has given them. The final decision will be influenced 
by your paying habits, how much debt you have outstanding, minimum income 
requirements, your length of time on the job, your residence, your type of 
Job, and other similar considerations. 

Who Are the Customers of Credit Bureaus? ^ 

By law, only thdse who have a legitimate business need for such information, 
e.g., department stores, banks, savings and loan institutions, retail 
merchants, and moiftgage companies. 

Reports on consumers and information services can be divided into twcr 
categories. Some companies issue both types of report, some only one. 

1. Credit reports deal strictly with financial information and are issued 
by credit -reporting agencies. 

2. Investigative consumer reports to insurance companies, potential 
employers, and others contain information dealing with personal habits 
and behavior, character, and general reputation. They are issued by 
investigative reporting agencies. "V 



Your credit file contains records of credit transactions you engaged in: 
opening or closing an account, making prompt payments or being consistently 
late, fulfilling a contract or defaulting. Information from the public 
records, such as a contract suit, a judgment, a tax lien, tor a bankruptcy, 
is also recorded in your file. 




What Information Does My Credit File Contain? 



In order for you to take advantage of the credit market, it is important 
thftt you have a good credit rating. The better your financial record, the 
better your chance of qualifying for credit, charge accounts, and loans. 
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HELP! I'M IN DBBTI WHAT DO I DO? 

Increased cost of living, buying now and paying lSfSt» greater expectations 
and higher standards of living, and sloppy buying »i$bits have all contributed 
to the fact that an increased number of individuals and families are finding 
themselves in financial difficulty. 

If you are in debt, feel that things are getting^yt of control, or feel that you 
are heading for bankruptcy, don't deipair. There are still Several choices 
available to you. 

. Getting consolidation '{^oan-- from a bank, credit tafhipn, or finance compai^y. 
Using a corrsomer credit-counseling service. ' / 

^' ' i 

Speaking to your creditors yourself^ 
CON^LIDATION LOANS 

With this type of loan, you take out one large loan to pay off your various out- 
standing debts yourself. The single 't)ayment on the new loan is smaller than the 
total of the other payments each month and it is easier to keep track of one debt 

A consolidation loan stretches out your payments over a longer period of time, 
however. You still pay the whole amount before you are debt-free, and the longer 
time involved means that you pay more interest. 

The danger of a consolidation loan is that you might forget how much you owe 
overall, and think that you can take on new credit obligations because your 
existing payment seems so "small." » 

tRBDIT-COUNSELING SERVICES 

These agencies help individuals and families that are in deep financial trouble 
to budget their money. Many of the counseling centers are financed through the 
lending industry and the charge to the consumer, if any. Is nominal. Be wary 
if a regular charg|^--a percentage of your debt, for instance--is involved. 

A counselor will study your financial situation and make suggestions for better 
money management. "If necessary, he/she will speak to the lenders and explain 
your situation. Often he/she will be able to get agreements from these lenders 
to pay off the loan in smaller installments over a longer period of time. 

Working, with a consumer credit-counseling service has many advantages. It can: 

Lessen your worry; 
• Help you avoid harrassment by creditors. 

■ 00 ■ / 
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Temch you discipline and tegularity in paying bills. 
PrevV^ bankruptcy. •) 

When you (fbtlde to use a courtseling service, you will sign a contract, usually* 
covering two years. You agree not to take on any more debt and to send all 
credit cards back to the creditors. A money management plan is drawn up and pay 
ment arrangements are made with your creditors. 



«ment 



ecessary, the Counseling center will make your payments for you from an 
agreed-upon sum and send them every month. Tf you fail to follow throug^i 
with your regular payment-s, the program will be discontinued. 



SPEAKING TO YOUR CREDITORS^ 

Speaking to your creditors yourself and renegotiating your debts will require 
effort on your part, but it might be your best option. You will, need' to: 

I 

Know your dependable^ income. ' 

. Know your fixed, predictable expenses--rent, insurance, etc., including 
payments on debts. 

Estimate flexible expenses--food, recreation, clothing, transportation. 
Plan for medical care and for possible emergencies. 

When you know what you can and will pay, speak to the creditors about making 
(youT payments smaller and extending the loan over a longer period of time. 
Most will agree to make adjustments if you show that you are sincere and willing 
to pay. 

Be sure that you have any new agreement in written as well as verbal form, and 
then stick to it. Remember, your record of financial responsibilitiies will 
influence your ability to get credit in the future. 

The worksheet "Evaluate Your Credit Status" on the following page will help you 
in analyzing your current debt situation. 
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EVALUATE YOUR CREDIT STATUS 
vour iliit*al^l?**'*?i "^^^ help you analyse your current debt comitments (not counting 



PURPOSE OP LOA^ 


AMOUNT 
STILL OWED 


SOURCE 


APR 


1 MONTHS LEFT 
TO PAV 


MONTHLY 
PAYMENT 


Car 












Checking Account 
overdraft plan 










f 


Credit Cards 

/ 












Educational debt 






r- 






Home Improvement 












Installment loans 
J[bank, stores, credit 
union, finance co.> 












Passbook Loan 












Store charge 
accounts 

* ' 




* 








Other (Insurance, 
airline travel, etc.) 




• (- 

1 


! 
1 


1 

■ ■ J. 


} 



Annual percentage rate 
Monthly taKe-hoae incone 



$ 



Total monthly payments $ 
Divitled by 6 equals $ 



If your total of monthly payments is larger than 1/6 of your monthly take-home Income, 
you have about as much credit debt as you can easily carry with your income. Before 

• l?l"MISII/r!f 'wl^ V of <»«bt shown above, especially those with 

the highest APR. 1/6 of your monthly take-home income is about 17 percent. 
(Adapted from "Consumer Views". May. 197S. First National City Bank. NY)JR75 

ERIC ' ^'0. BOX 231. New Brunswick. N.J. 08903 
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BUYING A CAR ON CREDIT? ' 

Before You Sign on the Dotted Line. ... 

Do you know that owning a cir can cost as much as 20% of your total budget? 
If you take out a loan to pay for the car. your creditor will charge you for 
a ents^°" borrowhis or her money, thereby adding dollars to your monthly 

CREDIT TIPS TO KEEP IN MIND . * 

. Credit means lOorrowing someone else's money. Interest is charged for the 
use of money. Charges will vary and depend to a large extent on: 

- age of car. • 

- who is lending you the money and for how long. 

- your credit rating and your present circumstances. 

- type of loan. 

- legal limits (vary with different types of lenders). 

. The longer you take to repay a loan, the mort) it will cost you. Some experts 
suggest that you borrow for as short a time as possible. Twenty-four months 
pLf,!°"* ^^■•/o'^ Payin« off a loan; .yet today it is often necessary for 
tamilies to take out a 3- or even 4-year loan because car prices are so high. 

. Try to have a downpayment of 1/3 to 1/4 of the total sum without borrowiny> 

. Read your contract carefully, never sign ohe with blank spaces, have everything 
in writing, and ask about any term you don't understand. Oral promises are 
usually worthless. You have the right to ask for the contract so that you 
can study it. ^ 

' • 3 

■ if ^yj""^ » privite seller, contact the Certificate of OwnershiD Bureau ■ 
"niches. " '"e title is cleir, w??h no loa"^ 

V 

WAYS TO PAY FOR YOUR CAR , ' 

* Cash is. the cheapest and Easiest way. 

* Cash down, the rest on credit - 

Credit in the form of monthly installments--you borrow the difference and 
repay the loan over a definite period of time-12. 24. 36 months. This 
IS the standard method of payment. 



Fact Sheet #7 * . , 2. 

♦ 

* Credit in the form of a single payment loan (from a bank) --You borrow the 
difference in one sum, pay the dealer for the car, and. repay the whole 
loan at a specified time in the future. Ci> ^ 

■ ' ' . ■ ' .'\>f' 

'* Borrow ^cash for the downpayment, the rest in installments ^ ' 

Occasionally the downpayment is borrowed from a small loan company and thd 
balaitce from the dealer. This is not recommended* You are left with two 
loans at high interest rates* 

WITH, INSTALLMENT LOANS, REMEMBER: 

J, • */ _ . 

Ui^|;t the^erms of an installment loan contract, you^will have possession of 
the car you are buying, but the institution lending^ou the money will own the 
car until the final payment is made. ^, 

You promise to: . • * • 

pay off the loan on time each month. • 

carry collision insurance as long as the loan is outstanding (if applicable)* 

inform the lender of .change of address. 

not sell ^ the car without the lender's permission. 

be responsible for all damages. ^ 

" ' . . 

Read the fine print. It you don't meet your regular payments or if you breach 
any other clause in your contract, you may be subject to: 

Acceleration: The, entire amount of the outstanding loan comes due at once*. 
With a $3,500 balance, this can mean trouble for the consumer. 

Repossession: Car is taken tind offered for sale at a public auction by the 
holder of the loan. You still owe ahy unpaid balance not covered by the 
resale and other expenses, e.g., repossession^ lawyer's fees, and court 
costs. On the other handj if the car is sold for ihore than the amount of 
your debt, you may be able to receive a refund for any possible surplus. 

SHOP ARbUND F,OR THE BEST CAR LOAN -- These are some options: 

Credit Union loans ate only available to members; 9-12 percent interest rates 
on installment loans. 

Sayings Banks^ Savings and Loan Associati6tis, Copnercial 'Banks offer passbook 
loans; These are available to holders of savings accounts up to the limit" of 
the money in the pftssbook. The cost is usua'lly 1-2% above the interest rate 
paid Qrt the savings accil!>Unts. ' 
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Comaercial ^anks also offer instaUment loans which are available tp. people with 
good credit rating; 9-12 percent. ' 



Car Dealers ace convenient and offer loans and insurance cqverages. They can be 
comparatively ext)ensive, as the dealer usually sells your contract to a bank or . 
sales finance cpwpany which then takes care of loans, bookkeS^tig, and collecting 
of monthly payments; (up to approximately 24 pArcent). It might be wise to 
compare their cost for insurance coverage with the costs of your own insurance' 
carrier before making a decision. 

Your Life Insurance Company offers low-cost loans. You can borrow up to the 
cash value of your policy; if you die before the loan is paid back, the amount 
owed will be deducted' from the face value of the polic5'; 5-6 percent. 

Small Loan Company.- Loans can generally be obtained' more easily than from other 
sources. Limit--$2,5Q0; comparatively high interest: 21.7-24 percent. (N.J. 1979) 

Secondary Mortgage Companies are finance companies whi64i./offer secondary mortgage 
loane to consumers; 15 percent interest rate. Note: a lien is put on your home 
(legal right to have the home sold or applied ^toward payment of the loan). 

All rat e5(. mentioned are^pproximate and stated on a yearly basis. . 

^ ■ ■ - 

CREDIT LIFE INSURANCE 

Ask yourself how much life insurance you have. In the event that something" 
happens to you, would your family be able to pay off an outstanding loan and 
still, have additional funds available? 

If not, credit life insurance may be one item you would want in your credit contract 

Ir^case of death of the owner of a credift^life insurance policy, 'this type-of 
insurance would pay off the unpaid balance of £he loan. 

Seriovisly consider it when you take out a loan if your family is not covered 
by enough insurance. This type of decreasing term insurance might be the "best 
bargain around."* 

REMEMBER: 

Shop around for your car loan and fA- insurance. You do not have to buy* car 
insurance where you finance the car loan. 

New Jersey law how holds the lending agency as well as the dealer responsible 
if you have legitimate complaints. - 

You might be offered a contract stipulating small monthly payments for 23 
months witfKa lar&e "balloon" payment required as the last payment. The 
small monthly payments might sound tentpting, bUt consider your personal 
financial situation before entering into such an agreement. 



• 
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% CREDIT PROTECTION FOR CONSUMER^ 

THE CONSUMER CREDIT PROTECTION ACT J 

A comprehensive Uw, the Consumer. Credit Prbtection Act, went into effect in 
«?!^ !k^^"..!? i» described as "an act to safeguard the consumer in connection 
with the utilization of credit by requiring full dis>:losure of the terms and 
conditions of finance charges in credit transactions or in offers to extend 
credit; by restricting the garnishment of wages; and by creating the National 
Commission on Consumer Finance to study and make recommendations on the need 
tor further regulation of the consumer finance industry; and for other purposes." 

TITLE I : THE TRUTH IN LENDING ACT . 

This Act, primarily a disclosure law, applies to any personal loan under $50,0eto 
where there is a finance charge involved and to any transaction where repaymentl 
by the consumer is in more than four installments. The law does not set a ^ 
ceiling on interest rates, nor does it have anything to do with how much you 
pay in interest. (Interest rate? are regulated by each of the individual states* 
which usually determines a maximum rate that can be charged.) This law does make 
It easier for qualified applicants to compare various interest rates and to 
"shop around"' for credit. 

Lenders must state th«. annual percentage rate charged on a loan. Before the truth 
in lending law was passed, finance charges could be' stated in a' variety of ways 
which made cost comparison difficult and confusing. 

The fltw deals with two types of credit: 

Open -end Credit, (e.g., department store charge- accounts and gasoline credit 

cards . ) ' ^ 

The law requires that the annual percentage rate (i.e., 18% annually) and 
the monthly rate (i.e., 1.5% mdnthly) charged on open-end credit .accounts 
(charge accounts) be clearly stated. You must be told on what balance the 
^ rate is charged, so that a comparison can be made. 

'• -Is 

,^ . Finance charge based on previous balance ii the most expensive to^the 
consimer -because it does not take into account any amounts paid after 
your last 'monthly balance. 

Interes|t nAy also be charged on an average daily balance . 

. Charges ''based on an adjusted balance take into consideration how much 
you actually owe, and tfte dates on which you have made payments. This 
, is |he fairest way of computing interest. 
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The leiraer aust send you a monthly statement giving you all the informa- 
tion on your account as long as the account is active. 

s 

Closed-end Credit . (e^g., installment purchases, where the total amount, 
number of payment;;^, and date due are sj^cifiecKin the contract.) 

The lender must dU^lose all the costs of credit, including filing fees, 
simple Intere-sti and credit life insurance, if the latter is required. 
This inf^mtation must be stated in two ways: 

As an annual percentage rate--e.g., "Annual Percentage Rate: '8%." 

. As a finance charge, in dollars and cents--"$400. " 

The lender' is ^Iso required to tell the consumer: 

. The cash price --c.R. , "Furniture: $2,200." 

The deferred payment pricQ (cash price plus finance charge) --"Furniture 
($2,.200) plus Finance Charge ($400) totals $2,600." 

• If credit life insurance is required , the premium costs must be included 
in the finance charge and in the calculation ipf the annual percentage 
rate. ^ ,^ . ^ 



{ 



It is to your advantage to ask the total cost of credit early in the inter- 
view. All 0% this information and more has to be ^iven to you before you 
'sign a credTt cohtract. Don't be content with beitog told how "I'ow" the 
monthly payments will be! Before you iign the contract, be sure you kl^pw 
what^'the annual percentage rate will be and what jthe total cost of credit ' 
in dollars and cents will amount to over the time span of the contract. 
^ ■ ■ 

Credit life insurance can be very valuable. If you die, the insurance will pay 
off the rejnaining balance. When obtaining such insurance is a prerequisite 
of getting a loan, you must be informed. The law also requires that insurance 
premium costs be included in^e finance charge and not be hidden- from the 
consumer. Credit accidenV^surance is also available. '^^^ 

TITLE {\\ LOAN SHARK ACTIVITIES ' 

The law calls these "Extortionate c/edit' Transactions," and has made it illegal tb' 
collect credit by extortionate means--tJiat is|, use' of any kind of direct or implied 
violence or other (jriminal means to cause harm to persons, property, or reputation. 
It i^s illegal to make or finance extensions of credit using threats and extortion. 

'-^ / 

TITLE III: WAGE GMINISHMENT 



Garnishment is defined as any legal or, equi-tablk procedure through which a certain 
amount of money is withheld from a person's sjilUry \o pay off his or her creditors, 
^ourt orL^*^"'-*"'"^"*' employers are luJgal and wages can Ije withheld by 
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•JITLE V: CREDIT CARDS 

This amendment, which regulates credit cards, became effective in 1970. A credit 
card is not valid until you have signed it. If the card is lost oV stolen, you 
can be held responsible for only $50 of the charges made by someone else. You 
are responsible for that only until you report that the, card is missing. So 
report. its loss to the lender (gasoline company, department store, or agency) 
immediately! 

In order to hold you responsible for unauthorized charges on your credit dard, the 
creditor must provide a means of positive identification (signature, fin^print, 
or picture) and he/she must prove that the. charges in question were made before 
you notified him or her of the theft or loss. 

TITLE VI: THE FAIR CREDIT REPORTING ACT 

This act, which became effective in 1971, regulates both credit and investigative 
reporting agencies and their users. It also regulates the consequences fter the 
consumer of such report ing.v>ilt was primarily designed to protect consumers 
against false or inaccurate reports about them, against the results of such 
reports, and against the use of any reports by firms or individuals with no 
legitimate intere^. • 

There is a need for'faif and accurate credit reporting. The lending industry 
depends upon such information. An elaborate system has been developed for 
investigating and evaluating the credit worthiness, credit standing, credit 
capacity, and general character and reputation of the consumer. 

There is also a need to ensure that credit-reporting agencies exercise impartiality 
and respect for the consumer' s .right to privacy. 

The Fair Credit Reporting Act regulates to whom the agency can give the information 
in your file. It limits to seven years the time adverse information can be used, 
though in the case of bankruptcy, tl\is period can be extended to 14 years. 

If an adverse report Jias played a part in a decision 'to deny you credit, insurance, 
or unemployment, you must b6 notified that you were rejected because of the contents 
of the report. You myst also be given the name and addr6ss of the credit-reporting 
agency that supplied the report. 

You can then request that the agency give you the nature and substance of all the 
information on your credit record. This disclosure has to be made to the consumer 
either personally or by telephone. 

H 

The credit bureau must provide .trained personnel to furnish the requested material 
and to answer any questions you jnay have. You then have three options: 

. Agree that the information is correct and accept it as it stands. 

. If you believe that the information is incorrect, you can ask that it be 
rechecked .and, if incorrect, that it be remoVed from your record. 



r 
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In a case that cannot be resolved, you can file a 100-word statement 
telling your side of the dispute that will be added to the record. (For 
Instance. "I did not pay because the merchandise was faulty and the seller 
refused to make adjustment.") Then when a user asks for a report on you. 
he/she is informed that you have disputed your stored credit information 
and that your statement .is available upon request. 

y > 

Even if you haVe not been denied credit or a job, you can ask to be informed 
about your file-.-for a reasonable fee, though. 

TITLE VII: EQUAL CREDIT OPPORTUNITY ACT 

Because this act is so significant and deals with so many facets of credit 
discrimination, it is dealt with in a separate fact sheet. 
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, T | ITLE VII; EQUAIXREWT OPPORTUNITY ACT 

Credit is a part of life for most of us at one ^ime or another, due toother 
necessity or convenience. But» wonen,* minorities and the elderl/Wkve often 
been denied credit on the assumption that they are not good crifdit risks. 

To stop this from happening. Congress passed the Equal Credit ^ortunity^Act . 
This law became effective in 1975, with subsequent regulations taking effect 
as late as 1978. It states that there is a need to insure that the various 
financial institutions and other firms engaged in the extension of credit 
exercise their responsibility to make credit available with fairness and 
impartiality. 

Most importantly, the Act makes it unlawful for any creditor to discriminate 
against any applicant because of sex, marital status^ race,4national origin, 
religion, or receipt of public assisti^nce surfh as sdfcial security or aid to 
families with dependent children. 



This Act applies to all who" regularly extend cre^t, inciyfing banks, finance 
companies, department stores, and credit card issuH§j^ 




HTHAT YOU SHOULD KNOW; 



As of June 1977 creditors who provide informatTon to credit bureaus on how you 
pay your bills must let them know bot>» names on accounts you share with someone 
else (if you both use an account, one or both are lijtble for it). For accounts 
opened prior to this date, the creditor has to*5end<you a form asking if you 
want the credit information provided in both names. ^If you're a married woman, 
it is important that you fill out this form so you have a credit history of your 



own. 

CREDITORS MAY NOT 



Ask about your birth control practices or child-bearing plans and assume that 
because of your age, you may drop out of the labor force to have a baby, 
causing an interruption in income. Creditors may, however, inquire as to how 
you plan to handle your finances should you become pregnant. 

Discount income from part-tipie employment, as long as the employment is shown 
to be reliable. r 

Deny separate accounts to each spouse if each applies separately and voluntaril^'. 

Prohibit use of birth-given first names and surnames in opening or maintaining 
accounts. Use of titles such as Mrs., Miss, Ms., or Mr. is optional. 
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Use unfavorable Information about an account you shared with a spouse or 
former spouse if you can show that the unfavorable hlstbry doesn't accurately 
reflect your willingness or ability to repay. 

Discourage a potential applicant for any reason. 



CRl-DITORS MAY: 

Request and consider information about an applicant's spouse only when the 
spouse is to be llab*le for the account or when the applicant is relying on 
the spouse's credit worthiness or income. 

f 

Ask to what extent an applicant is relying on alimony or child support. 
Maintenance payments must be considered as income to the extent that these 
payments are likely to be consistently made. 

. Ask questions about your spouse only when your spouse will be using or will 
be liable for the account, or when you are relying on your spouse's income or 
property to help pay back the loan. 



CREDITORS MUST: 

Inform you as to whether your application was accepted or rejected within 30 
days of filing it. 

. Give you specific reasons for denial of credit either orally or in writing. 
These reasons cannot be vague or indefinite such as ''You didn't meet our 
minimum standards," or ''You didn't get enough points on our credit scoring 
system." 



SOURCE OF ADDITIONAL INFORMATION FpR CONSUMERS 
Office of Consumer Affairs in your area 
Federal Trade Commission Regional Office in your area 
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CREDIT PROTECTION FOR CONSUMERS 
SPEC! A4> PROBLEMS WOMEN MAY HAVE 



Since women frequently play many roles during their lives, iinlike the fairly 
continuous professional role played by most men. they may encounter difficulty 
in establishing their own financial identity and keeping it throughout life. 

For example, although now illecal (since the passage of the Equal Credit Opportunity 
Act), many women feel that theTe is still subtle discrimination against them when 
they apply for consumer credit or mortgage loans. Such discrimination is based 
mainly on assumptions that women are poorer risks than men. Remember when apply- 
ing for credit that the general considerations for granting credit (credit 
criteria) include size and stability of income, past credit record, type of job 
held by the applicant, and length of time at current address. 

The difficulty is that unlike men. women have tended to move in and out of the 
labor force while raising children. After marriage, most women change their 
surnames, and, financially speaking, lose their independence. Also, salaries 
for women have often been lower than those for men. and women have not tended to 
hold jobs at professional levels equal to those of men. Thus, general circumstances 
alone may prevent women from obtaining credit and having their own financial 
identity. 

The following information will show you how receiving lower or less stable incomes 
poses credit problems for women returning to the work force after many years. 

For example, in 1977 the median income for husband-wife families was $17,616. 
For women who are the head o^ a household it was $7,765, while for all women it 
was only $4,840. This disparity in income Immediately affects the amount and 
type of credit available to women, 

HOW SOME CRFDIT PROBLKMS DEVHLOP 

Starting out ; ^ 

Both men and women who are 18 years old, single and working, will need a 
CO- signer to obtain credit or must offer collateral for a loan. They have 
no established credit rating. The co-signer will most likely be a parent. 
The collateral offered for the loan will be money saved in a savings account. 

Continuing to Work : 

If both the male and female contliiue to remain single and to work, their 
circumstances will often improve, depending on stability of job, size of 
income, and past credit record. This group of consumers (either sex) usually 
does not have difficulty obtaining credit if they have a good payment recofd. 
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Jttien a man gets narrl«d, his credit status remains the sane as he continues 
to work and ii^rove his job status. Many tines he establishes additional 
credit ratings and financial stability by setting up accounts and deeds in 
his name only. For exanple: 

Car loans and other types of installment credit 
Personal bank loahs 
Charge accounts 

Family insurance pol lcles--home, car 
Property 

As women become more sensitive to the area of joint financial decision 
making and to take on responsibility in this area« the situation will slowly 
change for the betterment of the entire family. j 



As far as the wonian is concerned, when she gets married, she can lose her 
financial identity if she only uses her husband's name and credit accounts. 

If she continues to work and to help pay the bills, she should ftiake every 
effort to maintain her own credit and financial identity; that is, she 
should: 

keep some charge accounts in her oWn name. 

have her own savings account in addition to a joint one. 

apply for a car loan in her name only. 

make sure that she uses and is co-responsible for the accounts. 

Before the law came into effect, the fact that Mrs. John Dubb had a credit 
card under the name Delores Dubb was not enough. This was often a ''courtesy 
card" with the account number in John's name. Thus, all credit information 
was recorded in his file, reinforcing his credit rating, even if Delores 
paid the bills and kept the budget. 

Now the law stipulates that if both husband^and wife are using the account 
and/or are both liable for it, the information will automatically be reported 
in both names to t^e credit bureau. 

Unless a woman has her own account number, no information will go into her 
credit file. She would be wise to check with the credit bureau listed iri 
the yellow pages under .Credit Reporting Agencies to be sure that her credit 
transactions are not being automatically recorded in her husband's file. 

The lending officer makes the final judgement on whether you will get a loan. 
The lending officer's preconceptions about women and credit and his or her 
extent of confidence in you can affect his or her decision to grant you the 
loan. . ^ ^ 
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Divorce 

When there is a divorce, the situation for the husband is frequently as 
to llows: ^ 

Credit status is generally unchanged by the divorce. 

. Circumstances may be generally improved, depending on stability of 
the job. size of KTfeorae, past credit record, and alimony and child 
support payments. 

.. Change of job and/or residence may cause temporary difficulty in 
obtaining credit. \ 

For the wife, a divorce could mean that she: 

. May have to start at the same point as an "IS-year old." with no 
credit and financial identity. 

. May not be regarded as having a steady income if the alimony payments 
cannot be proven to be regular. 

. May not be paid as much as a man for the same work (restricting 
available credit as a result). 

May not have worked and lived in the same place long enough to 
qualify for credit. 

Death of Spouse 

For the husband, it can mean a generally improved credit situation depending 
on stability of Job. size of income, and past credit record. 

For the wifd, it often means that she: ^ 

. Star^p over with no credit identity, although there is no "legitimate 
reason" for this now. since the ECOA stipulates that accounts used by 
both parties (or for which both are liable^ are being reported in both 
names to the credit bureau. This establishes a wife's credit rating. 

. May stop receiving her husband's pension unless it specifically has a 
survivor's benefit clause, and then it might be substantially redticed 
from what it was before his death. 

. May not have sufficient work experience or have lived in the same place 
long enough to qualify for credit. 
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Retired 

« 

Senior citizens (both sexes) do not find it easy tt» obtain credit (although 
discriaination is now illegal) 'because of their lower earnings, even if 
they were good financial risks all their lives. Yet for safety and con- 
venience reasons (e.g., travel), they need credit cards and other types of 
accounts. 

X, 

A CHANGING ENVIRONMENT 

Women may find it especidlftly necessary to be vocal • Many states have new Bnd 
revised laws with regard to women and coneumer credit. Regulations which re(quire 
lenders to include the wife^s income in calculating the amount of mortgage a 
couple can handle are becoming more common. 

The social environment is changing, but such changes occur slowly. As women^s 
views of themselves evolve, as they participate more fully in the work force, 
and as their participation is seen in a new perspective by those observing them, 
instances of discrimination will be less common and women will be seen as full and 
equal participants in the labor force as well as in the home, 

" * ♦ /' 

But unless those affected by new laws make their opinions known and insist on 
enforcement, such changes will have no great impact. Consumers who feel that 
they have been subject to discrimination when applying for credit have recourse 
to federal as wiell as to state legislation. Often problems. can be cleared up 
easily and with little trouble by someone '*one step up the ladder** in the 
organization to which you have applied for credit-- someone who understands your 
circumstances, the regulations that apply to your case, and the new credit 
legislation. The lending industry is undergoing great changes. Many compa^nies 
comply with the new credit laws and show great sensitivity towards women, minor- 
ities, and senior citizens. But there are always exceptions, juid the new policies, 
laws, and implications of social change may not have filtered down to the indi- 
vidual conducting the interview. 
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CREDIT PROTECTION FOR CONSUMERS 
FEDERAL TRADE COWtlSSION RULES AND YOUR CREDIT RIGHTS 

Bealdes the Consumer Credit ProtcJction Act. enforped by the federal govemmeift , ''^ 
additional regulation of credit ancl your credit rights can be found in the tJ^ade^ 
regulation rules from the Federal Trade Commission. Although they are-only rules, 
t^ey are generally considered to have the force of laws. 

DOOR-TO-DOOR SELLING ' 

A Federal- Trade Commission rule that went into effect in June 1974 says that you, 
the consumer, have a "cooling ofP' period of three days if you buy merchandise 
tor $25 or more from a door-tp-door salesperson, someone who sells away from the 
firm s principal place of business. This applies to goods or services purchased, 
leased, or rented primarily for personal, family, or household purposes, including 
courses of instruction or training. The sale must be initiated in your home, not 
in a store, and the salesperson may be someone you have invite^ to call on you or 
one who has arrived uninvited. This "cooling off" period allows yon to decide 
if you definitely want to keep the merchandise you purchased. 

Read the entire contract before you sign it, and don't leave any blankis even if 
the salesperson tells you what will be written in later. Insist that it be 
complete before you sign. At the time of the sale, you must be given a fully 
completed receipt or a copy of the contract. Included in the contract should be 
the date of the transaction and the name and address of the seller. As with any 
contract, be sure you understand everything before you sign. Note that if the 
sales pitch is made in any language other than English, the contract and written 
explanation must also be in that langu&ge. 

Right to Cancel : 

. The most important provision of this FTC rule states that you, the buyer, 
have the right to cancel the sale at any time prior to midnight of the 
third business day after the date of the transaction. This must be 
clearly stated in the sales contract, and there must be an easily, 
removable form attached for cancelling for the consumer's use. 

. If you should decide to cancel, you must mail or hand deliver the signed 
and dated copy of the cancellation notice or any other type of written 
notice to the seller. Remember that it must have your signature on it. 
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There U no penalty or fee that you must pay should you change your nlnd 
about the sale within three days. This applies whether the purchase was 
paid for all at once or whether you planned to pay in installments*. Any 
paymehts you have made must be returned to you within ten days. 

When you ci^ncel a contract, you must return any already^delivered goods 
to the seller at your residence. Make arrangements for the seller to 
pick them up, at his/her own expense, within 20 business days after the 
cancellation date. If the goo^s are not picked up within this time, you 
may keep or dispose of them wi/thout any further obligation. 

Be Aware x>f Your Rights : J 

Look into the person doing the selling and the company he/she represents 
before you sign a contract. Many door-to-door sales people are honest 
and well-meaning, but some are not. If you are not sure, tell the sales- 
person to come back and make some calls to find out about the company. 

The Better Business Bureau cannot make recommendations, but they keep a 
file of complaints and might give you some idea about companies you ^ 
don't want to deal with. Other sources of information are the regional : 
Federal Trade Commission office and the Office of Consumer Affairs; v 

Remember that if you change your mind, you still have three business n.*^ 
days to cancel before the sale becomes final. v 

SELLING. THROUGH THE MAIL . ' 

J. 

The method^ often used by book and record clubs, is also regulated by a Federal 
Trade Commission rule. The rule applies to plans where the consumer is notified 
of a periodic (usually monthly) selecjtlon of iherchandir'se that will be shipped 
unless he/she notifies the seller not to send it. It also applies to any merchan-^ 
dise that is advertised in newspaper?, magazines, catalogs, etc., and must be . 
ordered by mail (e.g., novelty it«y, wearing apparel, magazines, nursefy items/. 

Shipment of Goods : 

• . The seller must be able to ship the merchandise within the/amount of time 
stated in the solicitation, or within 30 days after receipt of a properly 
completed order. 

If the seller cannot ship the merchandise within 30 days, he/she is 
required to offer the consumer an option either to consent to a delay or^ 
to cancel the order and receive a prompt refund. 

Should the buyer not answer the sel ler' s, notice of a shipment tie lay, the 
seller can consider this to be a consent to dey^er the goods within an 
extended SO-d'ay period. 

Keep in mind that all promotional literature must state clearly 
selling plan operates. The subscriber must be giv^n at least 
in which to instruct the seller not, to mail the merchandis ^ 
consumer recdivfes the ishipm^nt without requesting it, the 
give full credit and pay return postage. ' 




QUli 1?QR UNIT II COPING WITH CREDIT 

■V , .\ " ■ .' 

Dear Friend, 

Thi.s quiz cpvers Fact Sheets 4, 5, 6, and 7 of Unit II - Coping With Credit. 

Aft^r^reading the fact sheets, you Are ready to complete the quii. Feel free 
to ri^er to your fact sheets whenever necessary. Please fo|iojw the qu^z 
instructions and return the quiz in the return envelope.* 



Name 



Address 



• Instructions: " , 

This quiz contains two types of questions, true-false and rauliipLe chdice. 

True-false: Circle "T" if the statement is true and "F" if the statement 

\is false. ^ 

Multiple choice: Select the best possible answer and write the corresponding 

letter in the^t)lank provided. ' 

1> T F ^The amount of credit you can safely take on depends only on the size 
;of your ^income. < 

2) T F It is easy to over-buy whon using credit cards. 

3; t F Families who habitually buy on credit may add as much as l^jko the 
cost of goods and services. ' 

4) T F When using installment credit, the customer owns the goods as soon ^ 
as they Are in his or her possession. 

5) 



— The main reason for establishing a good credit rating us : 

a. all your friends have one 

b. to bie able to open a checking account * 

c. employers like to see it before hiring you 

, d. It will be easier to get a loan when you need it most 

6) T F ;a credit bureau is the same thing as a credit grantor. » " 
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7) «A con9olidatk>n loan is: 

* M il n il Ml— * « 

a. many small debts which you have to pay 

b. one large loan to pay oiFf many smaU debts 

c. a low- interest loan 

d. a loan with a few large payments 

8) T F When you use a credit counselling service, you can continue to use / 

any of your credit cards. * ^ 

9) T ^ F When using a credit counselling service, or on your own, many creditors 

will make adjustnients if spoken to and convinced of your sincerity and 
willingness to pay. 

10) T F^ The cheapest way to pay for a car is to financet^it through the car 

dealer. . ' : 

11) T F An acceleration clause in a loan contract means that the entire balance 

may come dpe at once. 

12) T F' All car loan contracts are- the same, therefore you don*t have to 
^ understand what all the terms mean. 



We wojEild appreciate the following information to help us improve <;^ur service: 

' Have you used or sHarJ^d aiiy of this .i^vformation from the fact ^hbets or^ 
do you plan to do so?* ■ . V 

" * ^ ^\ r f ^ \ • 

. * Yes> • No 



If yes,^in what way? (Please use reverse side of th^ ^heet *fop.^ 
comments.^ 



ur 



♦Applicable only if this Uhit has been administered through a County Coopejative 
* Extension office. " I^not, please complete thtf quiz and retain for yo«r owh. 



benefit and reference- ^ 



V ■ * ■ '■..'Hit.,- 
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Unit III 



I 



Planning for Prdtection: 
• Life Insurance 



Dehise Mf MateJIc, Asstxaikte Specialist in Fairtly R^oLirce Manaaemenl. . ^ 
E)epartrTWit erf Home Ecohqmfcs. Oooperafive ExtensilxvServictXook Cdleae 
Rataers Uftlversity. N,J, v * . ' 

■ ' ■ ■-. ■ ■ ' ■ v> 

Septtfnber 1978 ' ^" , 

' • « -a ' " 
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CO ■ 




DATE 



0««r Prl«iMl, 

9 

Itow ii th« thlr4 unit of. our hoiw-«tudy cours*. "Your Monty Ntttort." 
This unit is on Lift Insurance . 

Includtd in this packtt art: 

- six fact shttts ' ' \ 
^- a glotsary of insurance /tons | 

- a ntw <|uii 

- a rttum tnvtlopt 

\^ your corrtcttd quit fron Unit 11, if you rttumtd it on tine. 
. (If you utrm't ab'lt to rttum your quit on tine* fttl fttt 
ttf stnd it to us now. Ift will corrtct it and rttum it wit|i 
tht ntxt ■ailing.) ^ 

?\ltas't fill out tht quit and stnd it to Us in tht tnclostd tnvtlopt 
by . Nt will corrtct it and rttum it with 

tht htxt nailint in approxinattly thrtt wttks. 

. . . Sinctrtly, 



:ifOUR HqmY MATTERS - ■ 

Planning For Protection: Life Iniurtnce - UNIT III Utft M&f I ft 

i 

THE BASICS 

THE CONFUSION OVER INSURANCE 

the variety of insurance policies and plans available, the different nanes under 
which they are written, and the differences in costs involved confuse many consumers 
Many also do not understand why they need life insurance. And» if they carry 
insurance', they are never sure if they have bouglK too much or not enough. They 
want information about the differences so they cjm buy insurance tailored to their 
specific needs. Whether married or single, consumers want insurance programs that 
offer protect ipn and 4ow cost. ; ^ 

m 

The right kind of insurance plan for an individual^should take into account the 
number of dependents, the age& of various family members, the policyliolder's 
income, and how it is eame^. It should also look at the beneficiary's standard 
of living and future expectations. The plan should be an important part of a 
comprehensive, long-term-financial prdgram which involves setting overall finan- \' 
cial goals, calculating financial net Worth (all assets minus all liabilities). 
^ on a* yearly basis, and establishing a regular savings program. 

SHOULD I HAVE LIFE INSURANCE? 

The primary purpose of life insurance is to protect against financial hardship 
if the breadwinner's earning capacity is taken away. The objective should be to 
leave th^ family in relatively the same economic position it would have been in 
if the breadwinner had survived. This ma^^ involve a smaller am^jft than the 
income .when he/sh?*liras alive, because his 'or her own self-mail^tenance costs ^ 
will no longer be included. It is also wise to consider *the element of possible 
5> inflat^n in the cost of living. Savimjs features sh<Juld generally be of 
secondary "concern. / ' / 

Eighty percent of all adults in the United States and 91 percent of ^ all families 
have some fotm of life insurance. Research shows that most consumers fin4 owner- 
ship of life insurance important --whether to gjotect their families from expenses 
.resulting from a death, to offer income to survivors, or to provide *^ome savings' 
/ '\(m the form of tangible cash value, if needed). • ^ 

' I ' • ' ^ ^' 

. HOW DOJ' KNOW IF I AM OVERINSURED .OKjlNDERirfURED? * ^ 

■ 

A x-ecent study shows another side: v approximately 50 percent of the families 
tCirveyed wer^ underinsured> and another 25 percent were over^psured. This means 
tMt 75 percent of the policx, holdets had inappropriate insurance protection-- 
^. . ' whether it was too much, or too TTttle.X This is one- of the more difficult prob- 
lems Confronting consumers, and their families. jL- 

■ ■ V , ■ ■ ^. » 
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How Much is Enough? 

Depending on your fanily's sptciftl situation, the anount of ingurance 
required will range anywhere from enough to cover 'the costs of funeral v. 
expenses, to what will provide a large, lunp-suro payment at death. (This 
lump sum can also be paid,to the beneficiary as income, broken into regular 
payments over a certain i^eriod of time, until the capital ks exhausted.) 

What Do^ I Need? 

Your family's needs for protection, and what you can afford to pay in 
premiums should be yonr prime concern when determining which insurance plan 
you should adopt, and how much coverage you need to buy. Keep in mind that 
your insurance, needs will undergo many changes during various stages of your 
life and your family's. As this occurs, policies can be changed and adapted, 
but don't alter your cowrage too quickly. Talk to your insurance representa- 
tive or to a professional in the field of estate planning, and try to get 
a long-term vi6w of what will l)e the most satisfactory plan for your particula 
circumstances. < *- 

What* Can I Afford? ^ 

How much your protection will cost you is an important consi^deration. You 
will have to set priorities and balance them with your resources in order to 
^fit your payments into your overall budget plan. It is important to compare' 
the cost of the various insurance policies and then weigh this cost a«ainst 
your needs. ' . * 

Insuranc«^costs will vary because of a number of differences: 

- TYPE OF POLlCY-- Whole life premiums are approximately three times as 
\ expensive as term premiums are initially, but you'll find that tjarm 

premiums increase in cost every time you renew. Term insurance is 
generally "pure protection," with no savings involved, and is usually 
the leaj^t expensive form of insurance. The "purer" the insurance, the 
less costly it is. The greater the stress in, your policy on the 
accumulation of a reserve, or cash value, the more expensive it becomes. 
The extreri^es run from decreasing term 'at one end to endowment policies 
at the other end. 

- INSURANCE COMPANY--Tbere are differences in the cost structure between 
varitius insurance cpmpanies; 

- ST^ijCTURE OF POLICY-All policies, p^ahs, riders, etc., are not uniform 
in nature, so this makes cost comparison between various companies 
difficult. « 



Pact Sheet 

i 

SHOULD I COMPARE DIFFERENT COMPANIES? 
# 

You certainly shouldl However, this is not the. easiest .thing to do. The 
b^st policy at a competitive price is goo(jl to have, but 'don't forget that ' 
price is not the only consideration. Other factors include the reputation 
and rating of the company, the service givdiuhy'your. representative, and the 
confidence and trust you have in them. 

* 

Before you sit dovm with your insurance representative, you should think 
through your own or your family's situation very carefully to determine the 
needs you have and the.aort of protect iaiK^ou want. After you've done this 
"soul searching," you will be able to tk,lk more productively by asking your 
Insurance representative the right questions. He/she will be able to fill 
you in on the details of differeVit plans, and together you can balance what 
you need with what you can affo^dX 

Where Can 1 Get Information? * » 

There are several sources available that can help you find out more specific 
information about the various companibs and policies. A few sources are 
listed below. Check your local library for additional resources. 

- Kiplinger's Changing Times magazine, particularly the April and May 
1978 issues. (Public library! * 



~ Best's ReviewTHJ^ Life-Health Insurance Edition: Check the latest 
edition for infor^h^^on on life insurance costs and dividend compari 
sons. (Mutual companies only) ^ 

- Best's Insurance Reports/ Li fe>4iealth. current yearly edition: 
Check the listings and ratii^s of/about 475 of the largest and most 
prominent companies to make insuijfance comparisons easier for you 
(Public library) ' ' 

- "Life Insurance Buyer's Guide" - leaflet prepared by the Nation^ 
Association of Insurance Commissioners and reprinted by The National 
Underwriter Co., 420 East Fourth Street, Cincinnati, Ohio. 

" "Guide to -Life Insurance for College Students" - leaflet prepared by 
the New Jersey Department of Insurance. ' 

Remember that every year companies change dividend scales and insurance 
portfolios. 
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Hqw Can I CowpTe Life Insurance Costs? 
There are two methods in conparing costs: 

- "INTEREST- ADJUSTED" MBTHOD--This nethod of cost comparison takes into 
consideration three basic elements that influence the cost of life 
insurance: the premiOms you pay, the dividends you receive, and the 
cash surrender value your policy builds up. It applies an interest 
factor which takes into consideration the time value of money. The 
time Value of money is the value that money will have over a period of 

' time when It is put to use to earn interest. This then provides an 
index for comparing the cost of policies of the same type and size at a 
fixed point in time. 

This method is considered a fair method of computing costs of life 
Insurance by the National Association Of Insurance Commissioners and 
the insurance industry. 

- TRADITIONAL "NET-COST" METHOD-- This method compares the actual cost 

of premiums oVer the years, while taking into consideration any dividends 
received and the cash value built up. It is not considered a fair method 
y of calculating cost by many because it does not consider the time value 

of money. While a 'policy %iich is explained under this method may appear 
to be inexpensive, it actually costs consumers more because their money 
might have earned interest had it been placed' in a savings accoi^t. 

WHAT SHOULD I CONSIDER? 

The following list may be helpful as you think about your own circumstances, needs, 
and aspirations. It may , help you prepare 'a lis\of goals and questions for your 
insurance representative. They are questions you should ask yourself as you begin 
deciding what kind of insurance coverage you want and need. 

»^ 

. What are my overall assets and liabilities? How much of my income can I 
reasonably expect to be able to pay out in insurance premiums? 

How will my family's standard of living be affected by the death of any 
family member? Ask this from all points^ of view for eaph' member of the 
family. For example, the death of a "nonworking" grandmother who takes 
care of her grandchildren while both parents work might mean that the family 
would be faced with child care costs. 

. How much cash is needed simply to cover funeral expenses for any family 
member? How much money is required for medical bills, or for outstanding 
debts, such as mortgage payments or car payments? Where will that money 
come from? 
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. How aeny dependents do I have, and how old are they? How do their 
ages affect the kind* of protection each will need in case of my death 
or my inability to continue earning monoyT This may include child care, 
education costs, or hospital and nursing care. 

What incomelovel will be needed to keep my family's standard of living 
at its preset level if the main wage earner were to die tomorrow? 
Although inflation is difficult to A^jject. if it fits into you financial 
budget, consider a projected inflatlori factor. ReView your. program every 
few years, or Whenever your situation changes. 

How much money will be needed to pay estate'taxes^-especially if there 
is a large estate involved? Early consideration of this question makes it 
possible to save many family-owned businesses and other small firms which 
otherwise fold when one member dies. 

Will additional money be needed for the education of my children, or for 

my spouse's education before he/she is able to re-enter the work force after 

my death? | 

. Who will care for my children if the person now watching them has to return 
to work? How much would any necessary professional help cost? 

Are both husband and wife working? If so, will the death of one spouse 

be just as great a financial burden to the family as the death of the other? 

. What can I expect from Social Security in the event of my spouse's death? 
(Consider this for both husbands and wives.) What kind of protection will 
Social Security offer to my children? 

Is there a survivor benefit clause included in my group pension plan? 
Will it provide my spouse with benefits after my death? (This is called 
a Siurvlvorship clause.)' 

. What are the estimated Social Security payments to ^y beneficiary kt my 
death, or to me at age 62, 65, etc.? Your local Social Security Admini- 
stration office, or a representative of your personnel department at work 
can provide this information. 

What income can I expect from my company's pension fund, and/ot from any ? 
other retirement income I might be receiving, such as annuities? ' 

. When will my pension plan become vested? Although you always have a right 
to your own contributions to your pension or retirement fund, you may 
not have an iAdisputable claim on your employer's contribution until the 
plan is "vested," and your rights may be vested before you have access 
to the money. 
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. . Wh«n I r«tir«. how will my Incoae Uvel tffect my ability to pay insurance 
^preaiimsT How aight that influance tha kind of policy I buy now? 

% 

CHOOSING AN AGENT 

You've made a decision to purchase life insurance. But how and where can you 
find an insurance agent? 

David B. Malkin, C.L.U.. director of the Life 9 Employee Benefit/f)ivision 
of Frenkel .1 Co. . Inc. . has some suggestions for your search. He advises 
prospective insurance buyers to interview several agents, and to make sure 
that the insurance coinpany with which they will br doing business is 
licensed in the state where they reside or work. 

Malkin explains that although an agent's leftgth of time in the business 
and whether he is a C.L.U. or member of the Million Dollar Round Table are 
factors in the decision, they would not be his criteria for choosing an 
insurance agent.- "I would be most impresssed", he said, "by the agent who 
wanted to know more about me, my family, my goals and aspirations, and who 
addressed his advice to the answers of those particular questions." 

"When seeking counsel in any field," F^lkin stressed, "it is the listener 
that I seek and not the talker." 
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YOUR NONIY MATTERS ' 
punning For Protection: Lift Insurance . UNIT III PAdt S^tetit ift-A 

I 

BA&IC POLICY TYP^S 

Insurance plans or policies have nany different names, depending on the coverage 

combinations of coverage involved and the company issuing them. They become 
easier to understand once you realize that there are just three basic types of 
life insurance policies: * 

' considered "pure prptect ion" 
Whole Life - combination of protection and savings 
. Endowment - almost pure savings , 

In one way or another, all plans are really a combination of protection and 
savings elements. All plans provide protection against death. However, each 

types has its own characteristics and each is designed to do 

a dltierent job. 

TERM INSURANCE . ' 

Term insurance provides pure protection, without savings features or a build-up 
of cash values. Because term protection is t«anporary, the benefits are payable 
only if the insured dies within a specified period of time. It is usually taken 
out for periods of 5, 10, or 15 years. Premiums are lower than those for whole 
lite, and stay the same as long as a given contract is in force. If you wish to 
renew the contract, you will be charged a highlar premium, with the amourtir 
depending on your age. Generally, you will not be able to renew your term 
insurance policy after you reach age 65. Term insurance is for persons who 
need maximum prcftect ion at the least cost. An example of this is a young couple 
with children who are unable to afford enough whole life insurance at this early 
stage m their lives. 

Basic Structure of Term Insurance; 

■ — ■■ < > 

There are ^o basic types of term policies: ' 

Level Term - The face value of level term insurance remains the same 
from the day the policy comes into force until the day it expires. 

Decreasing , or Reducing Term - Your coverage decreases regularly on a 
•oivthly or yearly basis, unti^l it eventually reaches zero. * 

Ray a Little More - Get a Little More ; 

You can pay an extra fee to have a clause included in the pontract which will 
make the policy ^convertible to a straight life or endowment policy without 
a medical exam. Sometimes this conversion period is shorter than the length 
Of the policy. This can be seen in a 20-year term policy with a lO-vear 

nrSIii'i'''^ ^^"^•^^ y^"' policy^witMn 0 yJais. 'yo: do 

not have to. prove your insurabUity by passing a medical examinatloi. 
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Fact Sh«et «io-A 2. 
Types of Toim Insurance : 

CREDIT LIFE INSURANCE - This type of decreasing term Insurance is taken out 
specifically as protection to cover the cost of repaying a large loan or 
major credit purchase. In case of the death of an owner of this type of 
policy, the insurance would pay the unpaid balance of- the loan. The face 
value of the policy is calculated to decrease as the amount duh on the loan 
is reduced. • 

CREDIT ACCIDENT INSURANCE AND CREDIT HEALTH INSURANCE - Also available as 
decreasing term insurance, these types of insurance^ are $imilar> to Credit 
Life Insurance and insurance which would be paid if the owner were unable 
to contim^yi^rking. 




MORTGAGMpMlWWICE - This ttan be purchased as decreasing term, level term, 
or whol^lWe. If purchased as decreasing term, it would pay off the 
balance of ^he mortgage in case of death. It decreases in face value a^ 
the mortgage debt decreases. 

GROUP LIFE INSURANCE - Basically term insurance, it protects your dependents 
as. long as you are with the employer under whom the plan is arranged. It. 
covers employees of a company lyider one master policy. In most cases, this 
type of ^policy includes the option to convert to a whole life policy within 
31 days after termination of employment. ' The premiums are relatively low ' 
and do not differ for the various age groups within the same company. How- 
ever, many people buy private insurance, either in addition to, or in place 
of, the company*offered policy, especially if they are ypung and qualify ^for 
a lower premium. In many cases, people who do this are not sure thar they 
will stay with their present employer, and want to avoid paying the higher 
premiums that would be required if they bought private .insurance later. * 
Also, they, might want more protection than |s offered through the group plan. 
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^ Plahnlng For Protection; Life Insurance - UNIT III PACT SUfet I Tg^ 

A" 

WHOLE LIFE AND ENDOWMENT POLICIES 
^WHOU LIFE INSURANCE ' ^ 

yirfor'^^ulSJIi:: al insurance, this type of insurance protects 

^o a! -n^^niif J " ^°!!« I' ^"^^ premiums. It is therefore referred 

Z \l aSJTSo ri"'"''*"?*- \ * ^•^•l P""^"" " " you live! or 

up to age 100. The premium is calculated to remain the same through the yeari. 

°5 ^^l P^^^'r P*^***^* '° beneficiary at the death of the 
f«Itnr«' .1 ? »^«/»he reaches the age of 100. In addition to this protection 

vlJJe of i ^il'iM^^'^r '"^'"'•^ ^" ^•"^ insurance. The cash 

value of a. whole lif^policy accumulates over the course of the years in which a 

"STZi^. IX'' ^""l"^ reconiJJ^deS! thi or^eJ o? 

lol iniir^st^at^!"""" ^ surrender) value, at a relatively 

Cash Value of Whole Life Insurance : 

Jilt S;jTi^tE!*i?? "/hole life policy renins the same throughout life, 
but during the policy's early years, the policy owner pays a higher premium 

" ""^^'^^y of inured pe«o^"^, ' 
savings portion of the life insurance policy. In later years the Drenium 
payments are lower than the mortality ?ate impU". As ?^e yews 5o~y and 

«?ui^i?l Li:?';?"/"" 1"!"""" PO'tio" decrSasSs). The cksh 

' 100 If^h^ .nJ f«f, »f PO"'/ "h" the policyholder reaches 

. age luo, tt the insured lives that long. 

Bdrrowini against Whol^ Life Insurance : 

1?!^!^^!;°^****^''"" ? li^* policy's cash value. If 

this is done, interest must be paid on the amount borrowed because the 
money does not belong to the policyholder. The money belong^ to all persons 
al rllt J "T^'^JC' P-i** ^™ this 'cash pool!" 

°^ * policyholder who has borrowS/against 
hi^ or her policy, the amount borrowed plus the outstanding interest will be 
deducted from the face value of the policy-the amount to be paid to the 
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Variations of Whole Life Insurance: 




There ire sbiie whole life insurance pliiilTiiit offer the same projection 
as ordinary whole life, but^the paymenl^ are different. The period of time, 
over which the payments are^iAade may alsj^ differ,* * ^ \ 

MODIFIED IWOLB LIFE - Protection here \% the san^ for whole life/ 
but the premlitfis are lower than would ordin<irll|y b©\ charged In the^irst 
few yjMtrs. However, they wiU be hlgher in if h^ years thereafter. 



A modified whole life policy is often takeajout by a person who doesn't 
have, the means as yet but does have dependents ho/she wants to protect "^^^^ 
with life insurance. A young professional with young children fits into 
this 9ategory. , ^ 



Another modified life policy you may encounter uses dividends to purchase 
term insurance for the first year or so, combined with whole life. When 
the dividends become large enough, they are used to purchase additional 
who;ie life insurance. For example, a $20,000 modified policy is actually 
y $14,000 whole life and $6,000 term during the first year. Dividends will 

allow you to continue to purchas.e additional whole life insurance un^ll 
the policy becomes $20,000 whole life. The premium remains the same 
throughout. 

LIMITED PAYHeNT LIFE - Protection is the same as for whole life. However, 
limited payment life premiums are limited to a specified number of years. 
The payments will be higher than those of ordinary life policies because 
they are made for fewer years. But, remember that they are being made for 
lifelong protection. * ^ , 

A limited payment life policy is often taken out by people who can easily 
afford high payments now because of high current Income, but who have an 
uncertain, or not -too- secure economic future, or who don*t wish to pay 
premiums until age 100. 

An example of this type of policy is **25-payment life," where premiums « 
are paid during 25 years, although It offers lifelong coverage. V 

WHOLE Life, PAID up at SS, 65, etc. - This is similar to limited payment 
life; however, you specify the age by which the policy is to be paid up. 
After you reach that age, no more premiums are required. 

JUMPING juvenile - Permanent insurance is b01^ght on the life of a child 
younger than 14 years old. When the child reaches 21, he/she will auto- 
matically be covered by two, three, or more times the original face amount 
of the policy at no additional cost. tJsually, these policies are SO 1^ in 
units of $1,000. The premium for the policy remains the same throughout 
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On« advant^e of this typ^ of policy is tHat the parehts are protected ^ 
by some funds for final expenses if {he chil'd die?, and the chUd is ' 
guaranteed J)erm«nent insurance for life, regardl<?ss of any future illness^^ 
(no medical exam Jias to be taken at age 21) illness, 

Junf^ing juvenile policies are most coHmonly whole life, though theV rire ' 
also occasi-onaliy purchased as endowment policies. ^ • . 

MORTGAG^^ iKi^URANCE - Insurance specifically intended to cover the' ctfst 

of paying, off a mortgage can be bought as straight life, level term, 

or decreasing term^. ^ , ' \ » 

ENDOWMENT POLJGIES". ' ' , / ■ , , 

This pouty is also cohs-idered a savings plan with term insurance^ or an Insured 
?ir!nsSi::;e ""^^ * """""^ -vlng^ plaK co™bln.d wHh de^Jeasing"' 

Jhe. proceeds (face amount) of the^policy will be paid whether the insured lives, 
Der?id thi n^o A y^^S Pronjise,." If death occurs wit^in tHe endowment ' 
VaVd to tt Soncv^n,:;'*^^ f '° benefici^y; 4f not, the face amourtt wiU be 
r«n ! policyholder at maturity (the end of the endowment period). This 

Z^'^ Z l ^ ^"""P monthly .income. When 'the 

?hl flctw: covered, by ihsurance, but. you are entitled to 



Cash Value Endowment Polic ies . . ' * 

Premiums remain Constant apd are' payable^ until the date the policy matures 
The cash value. Csavings portion) of your pc^^licy will' build up quiQUy--mUch 
fa^tei.. than wholp life, or even paid-upCl Jfe (for example, in .iS' 1^^ or 20 
years, at ag* $5, 60, etc). - . ^ . ' 

increases, the faster the , 
insurance portion deci^eases , and the^costlder the policy in question will / 



• A'n Alternate to an "ET^dt^wment Policy ' ' " 

• *° ' , • ■ ' ■ 

'con.sider separating. your insurance from youif savings program by buyinr' 
decreasing term insurance. This covers your protection needs while sLrt- 

Jf^" r savings program to take care of your pavings needs. ' Yof may \ 
find ^.nterest rates will be more advantageous to you. / 

Ify^ii feel that you might overlook making the 'savings deposits vet stJ 1 1' 
want- to hAye the protection of fered by this .type ofXll?^ aidi moitwf^ 
income or lump sum payment at maturi^, yt.u miSht wanT to le? '^e ?nXL>. 
.company do the saving for you by buying Z endowi^enrpol^y ^"^^-^"^e. 



Pact Sheet HO-I ' * I - 

^tMM of Endow— nt Policies - jj '^ , / . • . * 

# since' Mi^ndoMMnt polity is o^en used as retirement income tctJ^' ^ 
supplement Social Security and: pensioa fundii, the time for whicR^yOu 
mi|(ht want to select this t/pe .of pluiUs when you retire. Qr you can 
use it- as. payment to a youngster who h%s 'reached 18 ,o/^ 21 to help meet 
college costs, etc, , . „ • v 

■ ■ . ^' ■ I ' . • ■ 



I 

r 



PUnniin For Protection: iif« In^s^rande'v-. UNIT Ii; fXct ii^^'j Iv 5^ 

■ ■ " ' " ' ' ^ ^ 'v \ ' ' ' 

CqNBINATION PLANS > ' 



J- 



I^MlliM hiivy 41'fferfttt insdrancie requlromentll depending on their 'incofce*. lif©-- 
l.J'J*h: ! f of.<iepen4ents and th^ir ages and. many, other factor/ .So ihere 
•uat be a vari|,tj.,of pl^s ava.Uable that will adapt to and ine?t each family* 



B^ioJi*i°"»'^""''" ""T!* P"n><>" ofWlnj .if vwiity of coverage when ■ 
?^^Ii"r,i*K?'J'*'T^" " your .fnd. Special ca« should bi taken by ?he v" 

3»:«r,^^r:h%!;%i";?c':iX"r -"thither. is;.„ 

FAMtLYI^lAN ^ / / ' . *• 

^13 nSii^ ^"bines varloulfHypes of insurance on all membVrs of the family. 

w?fe-L4hrmSI^T'°:; r famili.a.in which the husband 

yite isrthe major brea$Jwinn\jr>frequently purchase this tyye of policy. 

-^jj^the family plan wlu most likely include permanent protection 
Hf«? °" the life of the father mother (usually whole 

lifeX. and^temporary insurance taken out in smaller amounts on t;he lives of the 

bie!dw*Tr ?^ ^P^"*?'' policy-might .mature when the major 

JSfc^J^? dT''?"^^^^^* i^bficies might mature when they bec^e ^ - 

^8|or 21 Policies manure when child«5n are indepondent -and husband and wife 
no longef haye child-care relporisibiliti^s,. . ^ ^ ■ ^ na ana wire 



not 
the 



All ch^mrey are coyered by^ a family plan policy.\ Usually, the cost does 
depend on the number of chiiaren. aJt^ugfi^X^e companies pur/ limit on 
nuMber of children allowed without pre^u^ ^n■crelfee. A neibait child is auto- 

^ specified period yi^me (approximately 15-20 days). . 
In many cases, benefits may be limited durii^g/tfie firSt year of the child's ifi 
or for a,t least part; of th^^t first y^ar. ' . cniia s iite, 

If )COu already own a whole life polib> and ar* interest'ed in the Family Plan 
It. " " ^-y^''" Can ^dinon or a»t.dh»*nt to your poUcy to 

SJrrinXiP'cXl.Jii!"'":' av^iUble-'wil/^ikr ; 



Fact Sheet »10-*C ' • .\ ■ , ■' ' 2. 

FAMILY INCOME POLICY , ^ ' ; 

. ; ^ . ' ■ ' ^ * 1 * ' ' 

thi:t xombines permanent (\i9uaily Whole life) wurftnca* with decreasing term 
insurapcf. It, provides families in* which thc^^fmsjbaad or wife is the (bain 
breadwinner with^^xiaum prot^tioif. while therVhildren are young—when the 
«need is greatest. the insur^ dies jjiwring the income protection period, 
while the decreasing term policy is ^n effect, the beneficiary- will receive an 
incon^^ for t^e remainder of "fhis peripd. At the end pf the income period, when 
the (iN^creasing term policy itotures, the face ^ro^unt oft /the policy will be paid* 
For a small, aidditional sum, you can provide for the sum<payment of ycyiir 

permanent policy iX the time of^eith. >*-^ • * 

The possible income period starts wh/>n t4ie policy ^is is^sued but cohcludes when 
thie decreasing term policy ends (fot example,^ to 20 years l^ater), regardless 
of which year within thi^ time death occurr^. If the injured ^i'es after the 
main period is over, and the contract ts'still in force, the beneficiary will 
be paid the face amount of the poUcy, but, will receive no income. Therefore,^' 
the coverage time is shorter. - ^ / 

FAMILY MAINTENANCE PLAN - ' . » • . 

This plan is similar to the Family Income Policy, but it combines ^level term and 
whole life insurance. If death occurs within the income period, it will provide* 
the beneficiary with income .payments for a specified period, sujcjl as 20 years, 
starting when the insured dies. ^ , ' ' 

Th?. lump sullt^payment frQjn,the whole life policy will bfe paid eitHfeV at tf\e Anfl of 
AMf income phriod or ,^ if the insured surviyes" the main period of t(ie contract, it 
wirt be paid Vt death. \ . ' , 

Yo^ might want to provide your family with a lump sum payment upon deaith of the 
irfsured person, in addition jto the jnonth^ payments proyided by the Fisunily 
Income Policy or the Family Maintenance Plan. • Many professionals feel that the 
small extra cos^ of takii\g\out a higher amount of level or decreasing term 
insurance whfch will supiwrt thj» payment of a'lunqp sum at the. time of the 
insured person's death is worthwhile. Yhere is often confusion regarding^ lump 
sum payments, and' families are distressed when they find ouV that, Contrary to, 
what* they thought, the proceeds of their whole life insuj^nce policy are ngt 
due untdl after the Income period ends. By paying a little extra to vai;y^|he 
policy, survivors will not have to wait until the monthly income payments end to 
receive the lunqp* sum payment whi9h may* be more essmtlal at the time of death* 
than JfcHiipr 15 yjiars afterwards. This is on^ policy you should clearly under- 
stand t»4fore considering. * • , i * 

ONE-PARlfrr FAMILY PLAN I ' ^ ^ 

S^me companies liow offer a' j^lan that protects just one of the pai^'ents and the 
lildren". This coverage has whole life coverage fox the pare;it and %Bm ^ ^. 
>vera^e for the childrenn This combirfatitJn policy protects the famiy wlxhdlut 
•duplicating insurance on the breadwinner. The pliyi is useful for thelbreadwinnef 
\who has enough insurance, but Wants whole^ife coverage on the spouse'/t life and 
term insurance on the children's lives. This plan is also helpful in cases where 
the parents are divorced. ^. f 



Pact ^heet #10-C 
DOUBLE OR TRIPLE PROTECTION PALI^XliS 




3. /' 



These pUn^ conbine, level term knd permanent insurance. .They, pro vide you 

l P[Jt*«tlon iMjountlng to double or trlpl^the face> value of the policy for 

L^Mi^i^H P!r^°^ "^Vl reaclva certi^in age. A/tef thi^.time 

has •Up^ed, the extra ;>rotection (which is tu|).erimposed term insuranc^) expires, 
•nd only ther permanent in^rance, or the amount shown by ^he origii^al Lc^ 
value of the policy, remains. ^ r *^ . • .^"^ Y'V" 



Fox a small extra cost, families can have toiiJrimum protection when they need^t 
Trlnlhll ll'Zlt' ' ' M^"*"'" surviving spouse is uni.il ling 
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^ YOUR MONEY MATTERS 



Planning for Protection: Life Insurance - UNIT III Ud^ ShBEt lFlT 

• .J ' ! " ' 

"•■>■'. 

' ' ♦ . POLICIES FOR EVE RY PERSON / 

Her* are soae things that> you might want to conaidor when- you are buying 
•iT^surance.^ Re^ber to vbe realistic about your own and your family's needs 
And. goals.,,* Then, buy the kind of ins^r'ancOr combination^ ^best. suited to 
y9ur individual circumstances. 



. Coverjige • 

' v 

1. Juvenile policy. (|KX5t likely permarient insurance). ^ * . 
^2. Family policy .(probably through tjarjnu insurance; it is cieaper^ 

•* ■ ' / 

. Both of thfese typeaf ot coverage should have a conversion privllece. Both* 
guarantee> future irtWability. - 

■ - ^ . i< 

How puch> insuratree- for chil'dren; what is needed?v 



Final*. expenses (burial costs, medical bills, etc.)."^" 
.( 2. ..Savings for education (endowment or o^6r permanent. Insurande) . 

STUDEln^ . > 

Coverage ' ^ • ^ ' 

1. Term insurance, to provide for burial costsT" medical expenses, ettf.*^ 

2. Credit liffe instirance, U^rotect parents from their children's debts 
for large purebases, such as a car ot a stereo. 

3. Iirhole lifk insurance, to guarantee later insurability. (Students s hoy Id 
i^be careful abdljt signing a premium loan agreement to borrow o*v>t|ieirv 

first- or second-year's px»mlum. Thi$ may involve them in a debt whleh 
they will find difficult to repay.)' 



SINGLE MAN OR WOMAN, WORKING 
* Coveray . > 



1 .^^ Tti^ insurance (samTas for student). . . 

2. Mortgage Insurance, i!f apjflicable. ^/^^~^ 

3. Whoje life (both toi insure later insurillllty and to provide for' aav 
dependents who are looking to you for continuing suffbr?). ' ^ 



Fact Sheet' #11 2. 

COUPLE, NO CHILDREN, BOTH WORKING 

Cons idet^whai:, kind of pension fund and insurance each may have througl^jHie 
employ err 

Coverage 

y 1. Term insurance for mortgage protection, if necessary, ai^id coverage for 
any large debts (credit insurance). Renewability and", convertibility 
should be written into the contract. ^ ' 
2. Whole life insurance to gu&rantee later insurability. * • - 

COUPLE. NO CHILDREN, WIFE OR HUSBAND NOT WORKING 

Needsmay differ, depending on the agQS of the husband and wife. Is a spouse 
willing. and able to go back to work if the breadwinner dies? At what salary? 
Could he/she support himself or herself? What about Social Security or 
pension supplements? * 

Discuss possible settlement options with your spouse and agent. Consi'der a 
double protection policy ^and other options. Remember, your spouse will 
probably need both a lump-sum payment and a regular income if the bread- 
winner dies. 

Coverage . ' ^ . 

1- Permanent insurance, most likely whole life. ^ 
2. Term insurance for credit, mortgage. 

YOUNG COUPLE WITH CHILDREN ^ ^ 

Both parents should be insured to guarantee the smoothest possible continuation 
of the present-^^e-style if one dies, l The -surviving spouse will need both 
lump-sum and kncomff payments. 



Coverage 

1. Family policy. 

2". Family maintenance plan* 

3. Family income policy. 

4. Double or triple protection rider on above* 

5. Term insurance for maximum amount on both parents. 

6. Mortgage (probably decreasing term) on bath. 

7. Modified lif©. 

COUPLE OR INDIVIDUALS WITfl GROWN CHILDREN, u6 OTHpR DEPENDENTS 



■r 



This may be the time to consider cashing in insurance ppUcies and investing 
that money, plus the amount which would otherwise be spent on premiums, at > 
safe but higher interest rates. - 
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MEN/NOHeN: SINGLE. MARRIED. WIDOWED. OR DIVORCED 
Coverage 

1. Mortgage protection insurance. ^ 

2. Credit insurance. 

3. Penaanent insurance, such as whole life or endowment, if there are 
children, parents, or others who are dependent for support. 

4. One-parent faally plan, if applicable. * 

5. Consider owning an Insurance policy on your spouse outright, or being 
naned irrevocable beneficiary, on one his or her policies. 



LIFE INSURANCE AND WOMEN ' ^ 

Women's changing roles in society and the increasing number of women in the labor 
force are having a great impact on the life insurance policy women need. There- 
fore, a few extra words should be spent explaining this situation. 

Points to Consider 

Determine whether oir not a woman should buy. pay for. and continue to own an 
insurance policy on her husband's life. Motiey from such a policy will not be 
included in the husband's taxable estate when he dies. In a family where tsjie 
husband is traditionally considered the "head of the family," he will probably 
be the owner of the policy. When he dies, ownership is passed along to the 
wife, if she is alive. 

Find out what your prospective policy says about changing beneficiaries. It. 
may be very important in the case of*a divorce or legal separation that the 
beneficiary is an "irrevocable'' beneficiary. Owning a policy on her husband's 
life gives a wife added financial stability and protection, regardless of the 
future. ' * 

\. 

Part of a family's complete estate planning in the early years of marriage 
should be a consideration of the wife's financial security. Discuss with your 
spouse, and your insurance agent or tax lawyer whether it would be better 
for the husband to own th6 family insurance policies for tax reasons. The 
toncept of a woman owning her husband's policy is relatively new and not 
always completely understood or supported by many professionals. 

A widow. will need enough insurance/income to support both herself and her 
children until they are grown. However, ^he may not be working or have any 
other income and €his gap may last ui\tll she is old enough to receive Social 
Security benefits. ^She must also be adequately funded dui^ing her own "retire- 
m^f'yeaxs. This may include benefits from her own. salary, Sbcial Security 
payments, her husband'! pension, and insurance benefits. It is with this in 
mind that insuraen()(p^plannii1g is most commonly done. 
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If • fMlly has becona ftccustQMd to thi higher standard of living made 
potsibla by two incoaas, basic ten insurance nay not be enough to help 
tha husband financially with the responsibilities of hone and children 
it the wife dies. An insurance policy bought on the life of the wife is 
advisable, particularly if her death causes ongoing economic hardship to 
faaily members because they must replace her contributions to household work, • 
child care, and family life-style. 

A nonworking wife, although not actively salaried, still contributes to the 
family's standard of living. Her loss might mean that her husband will hav* 
to provide a housekeeper to care for the children, /^d will haVe to pay for/ 
other general household management activities that( she had been providing. 
A policy on her life could pay for the care of their children, help provide 
for their educational costs, and provide additional income to be used in 
their support. ^ 

Single women with no dependents should still consider carrying enough insurance 
to cover final expenses and pay off any debts they have. A single woman's 
policy can also provide protect ion, for dependent relatives, if this is 
necesi^ary. 

Since the mortality rates at any given age are generally lower for\omen than 
for men, premiums for insurance on women are usually lower Chan' those for men. 
And as women share more equally in family and economic responsibilities, Insurance 
coverall will have to be reexamined apd altered to reflect both this change in 
roles and the value placed on work bbth inside and outside the home. As in the 
case of insurance for men, the kind* of insurance coverage a woman carries should 
accurately reflect the needs of her dependents and the persons who woyld be 
affected economically by* her death. 



YOUR MONEY UfATTERS 



Planning For Protection- Life Insurance - UNIT III PACT SHEbT 117 
IMPORTANT PROVISIONS 
WHAT EXTRA PROTECTION }S AVAIUBLE TO ME? 

Several riders are available to you at an additional cbst when you buy an 
insurance policy. Investigate which riders 9lx9 best suited to your particular 
needs and income. Some of these include: 

Waiver of Premium - If you are disabled or cannot pay your premiums, 
^ some contracts provide for your continuing to pay up to six months. After 
that time, the company will return the amount paid during that time to you. 
and will continue to pay the premiyms for you for as long as you are 
disabled. « ' 

Guaranteed Insurability - Tl^ls lets you buy- multiples for your present 
insurance coverage at later dates, without your having to prove Insurability 
at that time-. You will pay the premium appropriate to your age when you 
take out the additional insurance. This option is usually available until 
you reach age 40. 

Double Indemnity - This clause, sometimes called an "accidental deat'h 
benefit," will see to it that your beneficiary receives twice the amount 
• of the face value of the policy should you dit in an accident. The gambling 
aspect of this qrider appeals to some people, but your family or beneficiary 
should be adequately provided for regardless of the cause of your death. 
If your plan is sufficient, double indemnity is a needless extra expense. 

Automatic Loan Provision - This provides for payment of your premium by the 
insurance company if you haven't paid it yourself b\ the en^ of the year. 
This is done, as a loan against your accumulated cash value. You will still 
have to pay the premium, but your insurance won't lapse in the meantime. 

WHAT HAPPENS IF I STOP PAYING PREMIUMS? 

Whei^yrou stop paying premiums prior. to the policy maturing (either because you 
cani^t'w or do not want to, continue payment), certain provisions, or nonfor- 
feiturjb values, which are written into- your contract provide you protection. 

You can surrender your policy and can withdraw any accumuUted cash' value. 
Cashing in your policy will stop your -insurance protection. If you cash 
the polioy in early in its life, you are not likely to get much money because • 
most of your premium dollar has been paying commissions and other company 
costs, and not much of it has gone into accumulating cash value. As the 
policy matures, more and mpre of the premium contributes to the accumulation 
of the cash value. 
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You pan convert your policy 'to term insurance for the length of time 
tT^t the cMh value pays. premiums. This is the option which nott ► 
insurance companies wii; exercise automatically if you don't instruct 
thea otherwise. The option is called "extended term insurance." Xou 
might select this option if you need more protection for a limited 
period of time. • ' ' ' 7 

^You can convert to a paid-up policy for a reduced amount of insurance that 
covers you for life. This option is called "reduced paid-up whole life 
insurance." If you are satisfied with a smaller amount of protection and 
want coverage for life, thii option may be best for you. 

WHAT SETTLEMENT OPTIONS ARE AVAILABLE TO ME? 

Settlement options refer to the method through which the beneficiary will recei 
the payments of the proceeds from the policy. These provisions are written intc 
the insurance contract. They are: 

Amount Or Installment Option - The beneficiary is paid a specific amount 
until the principal and interest are used up. For example, a spouse may 
need a certain amount of money to make ends meet. 

• 

Time Option - The amount is spread over a predetermined period of time. 
For example, a spouse needs thef additional money for a number of years 
until children are of a certain age, when he/she plans to go back to work 
and will not need extra income. 

Interest Option - The proceeds remain with the insurance company and 
earn interest. 'This interest will be 'paid to the- beneficiary beginning 
at a certain time in the future, as planned supplemental income, or 
college costs for children. 

Annuity or Life Income Options - The proceeds are converted into straight 
life annuity. Payments can start iiranediately for as long as the annuitant 
lives or they can start at .a later specified age. If he/she doesn't 
reach that age, no annuity is paid. 

Joint or Survivor Annuity - An income is paid to the annuitant and spouse 
for as long as either one of them is alive. There are several options 
available. It is best to discuss them with the beneficiary and your 
insurance representative. An annuity can begin immediately, or be deferred 
to a later date. 

FINAL POINTS YOU SHOULD BE AWARE OP 

« Always think of your insurance program as part of your total financial 
plan. There isn't one perfect program which fits everybody. Family and 
individual needs and differences should be taken into account, and your 
financial plan and insurance program should be organized accordingly. 

■ . . • . . ■ 
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Discuss your plans not only with your insurance reprej^entative. but with 
an attorney or other people who .re experienced in financia^plannin/ 
Don t forget to .sake a will and. if you have one. to ?^Jew i? fJS. fi.e 



Buy insurance when you need it. and kbep it for as lon£ as you need it 
Trait: *° various stages in'your life cycJf. Jd'u^t your 

program accordingly. Compare policies to find the one ihich offers the 

tlZTf ''^^ • P^'"* >'°" Compare the companies In 

terms of reputation and financial soundness. . 

Be aware that "putting ofr' insurance isn't a good answer tp your 
insurance questions. /uux 
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GLOSSARY OP LIFE INSURANCE TERMS 



ANNUITY. A noninsurance method of pro- 
viding incbae for retirement. Annuities 
protect you and your family if you continue 
to live. They can be -paid in monthly 
installments in addition to Social Security 
or pension benefits. If insurance can' be 
called protection against dying too soon, 
an annuity can bo called protecjtion against 
living too long. 

AUTOMATIC PREMIUM LOAN. This is free of 
charge* but the agent has to be informed of 
it. It is an optional provision that pays 
the premium from your cash value should 
you miss a payment. It is recommended 
that the loan be paid back so that >the 
face value of the policy will be reduced. 



CASH VALU!^,. 
which comes from the higher premiums paid 



Savings portion of the policy 
rom the higher prer 
dM^ing the policy' s .early years, 



GROUP LIFE INSURANCE. This is bmsically 
term insurance and will protect your 
dependents as long as ypu are with youi' 
present employer. It covers employees ^ 
of a company under one master policy. 
In most cases, this type of policy 
can be converted to a whfle life 
policy within 30 days after termination 
of employment. The premiums ar ft rela- 
tively low and do not differ for the 
various age groups within the same 
company. 

GUARANTEEP ISSUE RIDER. Pfovid©8 that 
the insured can purchase additional 
insurance regardless of any medical 
impairment at certain periods during 
his or her life. ^ ' • 

HEALTH INSURANCE. This consists of basic 
hospitalization^ major medical, and 
comprehensive insurance . / 



CREDIT LIFE INSURANCE is* decreasing term 
insurance. In case of thft owner's death/ 
a credit life insurance policy would tJefra/ 
t1\e unpaid balance of the loan. 

CHARTERED LifE UNDERWRITER (CLU) . The 
equivalent of an advanced college degree 
for the insurance business. Other insurance 
education designations include: FLMI ^ 
(Fellow Li^fe Management Institute) and LUTC 
(Life Underwriters Training Council). 

DISABILITY INCOME INSURANCE. Protects ^he 
insured by providing an income at a time - 
when he/she is unable to work due to^a 
disability, the policies usually supply 
50-60% of the insured's monthly income 
(considered part of health insurance). 

GRACE PERIOD. A 31-day period in which the 
insured can pay premiums that are due and 
retain the policy without pitying any possible 
interest penalty or submitting to a physical 
exam. 



Basic pays the 'hospi'tal room and 
board and surgical fees. 
Major Medical pays hospital bills 
exceeding the basic coverajge limits.' 
Some supplemeatai or catastrophic ' 
major medical plans provide coverage 
of up to $250,000 or more. 
Comprehensive incorporates both basic 
^ and major^medical plans. In addition, 
it pays doctor bills, prescription 
costs, and miscellaneous fees,. , 
. Medicare provides government health 
insurance for people over^65. 

INDUSTRIAL; LIFE insurance: ^mall , . 
Insurance policies (under $l,0p6) that 
are sold by an agent who» also' col letts 
the premiums, usually on a weekly basis. ' 

LIFE INSURANCE: Protects your family 
/rom economic loss in case of you* Cthe 
insured's) death. 
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INTBRBST-AOJUSTED METHOD. A method used to 
conpare policies • actual cost to the 
pdllcy^owner. ^ 

♦ 

MORTGAGE INSURANCE can be purchased as 
whole life, level tera, or decreasing term. 
If purchased as decreasing term insurance. 
It would pay off the balance of the aortgaie 
in oase of death. 

NONPARTICIPATING POLICIES. Dividends are 
not paid to insurance policyholders; the 
company's profits are distributed to 
stockholders in the form of dividends. 

PARTICIPATING POLICIES. The company returns 
the unused portion of the insurance 0> 
premiums to the policyholder in the form 
of a dividend. (Dividends are never 
guaranteed.) 

"PIGGY-BACKING". Using the cash value of 
an older policy to purchase «b new one. The 
older policy becomes either worthless or 
will be reduced by the amount deducted. * 
Many times. the consumer doesn't realize 
this. Also, the new policy is u&ually 
more expensive. 



PREMIUM. This is t^e price you pay 
for your insurance. Premiums can be 
paid annually, semi-annually, quarterly, 
or monthly. 

PROPERTY AND CASUALTY INSURANCE. 
Insurance that covers your auto, hd»e, 
other property, against risk of fire or 
theft and other perils. Also available 
tare comprehensive insurance plans; for 
example, homepwners' Insurance covering 
various risks in one policy. 

TIME VALUE OF MONEY. This is t^e value 
a certain amount of money would have over 
a period Of time (or in a given number'' 
of years) after it has been put to use 
to earn interest . 

"TWISTING". Unjustified cashing In of 
a policy to buy a new one, upon advice. 
Think over your reasons for doiftg this. 

WAIVER OF PREMIUM. This is a disability 
benefit which waives premiums after five 
or six months of disability. 
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Oea'r Friend, ' * 

This.quli covers Fact Sheets 9. lOA. lOB". lOd, 11. and 12 of Unit 'iH 
Life Insurance. 



After reading -the^act sheets, you are ready^to cfomplete the quiz. Feel free 
to refer to your fact sheets whenever necessary./ Please follow the quiz 
instructions and return the quiz in the* feturn </nvelope * 



Name 



Address 




Zip 



Instruct ions : 



This quiz contain^ two types of questions, true-false and multiple choice. 

True-false; . circle "T" i^f the statement is true and "F" if the 

statement is false. 

4 

. Multiple choice : Selectithe best possible answer and write the corr^esponding 

< letter in the- blank provided. 



1) T 

2) T 

3) t 

4) T 
*5) T 

6) T 

7) T 



F Most insurance policyholders are either over- or\nder insured. 

F The proper insurance plan takes into account only the policyholder's 
income. 

F Your^ original life , insurance policy should take care of your family's 
needs throughout your entire life. ' / 

F It is a good idea, but not^easy, to comparison shop for life insurance. 

F Tern rn3urance allows for a buildup of cash value and some savings. 

F An endowment policy is also considered a savings plan with term 
insurance. 

F Combination plans are good for meeting the needs of jthe family. 
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8) Which Hype of Insurance policy provides maximum amount of protection 
for low cost? ^ # 

. : • % 

a. endowment 

b. ^ whole life 

c. term * 

9) A polic)holder can borro^j|gainst which type of insurance policy? 

a. term 

b. whole life ^ 

c. both / 

10) ^ Kiders are: 

a. new policies 

b. . cash build-ups 

c. additions to already existing p6licies 



We would appreciate the followlifg information to help us improve our service: 

1 

Have. you used or shared any of this information from the fact sheets or do 
you plan to do so?* 

Yes No 



If yes or no, please explain. (Please use reverse side for youi^. comments. ) 

*Applica^le only If this unit has been administered through a County Coopelrative 
Extenslon^offlce. ' If not, please complete the quiz and retain for your ovm 
benefit and reference. 
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Dm r. Friend, 

Here is ^ the fourth unit of our hone-study course, "Your »4oney Matters." 
This unit is on Financial Aspects of Housing. 

Included in this packet are: 

^ nine fact sheets 
^ • a new qui x ^ * 

- a return envelope 

- ^ur corrected quiz fron Unit 111, if you returned it on time, (If 
you weren*t abl« to return your quiz on tise/ please feel free to send 

^ it to us now. We will correct it and return it with the next mailing,) 

Please fill out the quiz and send it to us in the enclosed envelope by 

. We will correct it and return it with the next 

Millng in approximately three weeks. ^ * 

♦ 

Sincer<oly» 



^ / 



> * 
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YOUR MONEY MATTERS 
Firtanclal Aspects of Housing - UNIT IV ^ACT SHEET l\i 

IMPORTA^ CONSIDERATIONS 
Before you make any decisions, know. ALL THE FACTS. , 

Many people let the excitement of buying a -house- -especial ly if it is their ' 
flrst--overrule their cowion sense. Don't let this happen to you. The 
emotional Impact of financial problems stemming from house worries cannot >e 
overestimated. . — ^ 

^ , \ 

A main reason behind foreclosures on homes is that peqple buy without realizing . 
all the costs involved In owning real e^^te. 

SEVERAL IMPORTANT FACTORS * 

Have you considered that you are not just buying a house? You are becoming 
part of an entire community. Several factors influence the current and future 
value (appreciation)^ xif your house and they must be considered. 

Remember, buying a house may be your most important investment. ^Take time to 
consider all these factors: 

« 

y Distance from job. How far is it from where you work? Will you have 

increased transportation costs--repalr , fuel, and insurance- -and is your 
present car adequate? ^ 

. Growth or decline. The community you choose will have ^ direct influence 
on the eventual return on your investment. If it is a growing, sought- 
after community, chances are that the vtflue of your house will appreciate; 
if It Is not a growing, sought-after community, the value of your house 
may depreciatie.. 

Schools. The buye'?^can sometimes save on the purchasing price if he/she' 
needn't compete with others who want to he close to schools. Those who 
insist on being in a particular school district might have to pay a 
premium. ^ 

i, 

Appo»rance. A well-kept neighborhood, where surroundings are neat 
and clean p will enhance values, ^ >v 

Sur round i^igs. Are railroads and/or bus stops nearby? Are highways 
planned- -perhaps right behind your backyard? Is the area commercially 
zon«d? Are there large vacant lots^ and how will they be developed? 
Is the value of the house consistent with others in the neighborhood? 
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^Fact Sfieet #13 , 2 

Any one of these considerations need not be negative. For example, a commuter 
may want to be close to a railroad. The important point is to Know the 
community before you buy, so that you don't get a rud^'. awakening, economically 
or psychologically. # 

OIW.R FACTORS ■ 

. ■ . ] ' . 

. Price braclcet. An expensive house might nbt appreciate as muoji as a 
medium-priced house, just because there might not be as fbig a market -for 
It when you want to sell. 

Tux raft. A community with very high or steeply rising property taxes 
are often the result of a large influx of population; more tax revenues 
are needed' to build new schools and to offer increased public services. 

Consider the a^s of your children and how important the community schools 
will be for your family. Decide if the increased se^'vlces are an advantage 
you want and can -afford. 

CONSIDHR niF PROS AND CONS OK OWNHRSHIP 

♦ 

>^ Advantages 

. You can deduct property taxes and the interest porH:ion of your 
mortgage ^payments from your taxable income. ' ^ 

. Paying' off your house is a form of '^forced savings." . As you pay off 
-^your mortgage, you increase your eauity. After saving gradually for 
15, 20, or 30 years, you will own your home. Also, because we live 
in inflationary times, it is to your advantage that your payments 
remain the same. You need to real ize, « though, that the idea of 
variable mortgages is becoming m9re atceptable and that thejjp and other 
types of new mortgage options may increase in the future. / 

. Because of increases in property values, many people h^ve been able 
to make a profit when selling their homes. ^ 

/ 

. The buildup in equity can be a cushion against future financial 
difficulties and can figi^re in your overall retirement plans. 

\ 

If you borrow, keep in mind that the interest rate on your ihdrtgage 
loan will be lower than on most consumer-typd loans. 

V 

If >^u borrow and pay back reguljjlrly, you will establish a good 
(^redit rating. / 

. Social aspects of home ownership are iifiportant, i.^., establishing 
family roots, caring for a house, using it as it relates to a person's 
value system. 
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Disadvantages . ' * 
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If you take on a large mortgage obligation, you will most likely 
oblige yourself for a number of years. Many buyers overextend 
themselves and have no funds for unexpected money needs. If you 
default in mortgage payments, foreclosure follows. 

The money, spent for principal, interest, taxes, and insurance will 
,not be at your disposal. For example, you nfay have to forgo other' 
investment opportunit ies such as savings' certificates or stocks 
because of the purchase of a house. 

Your fund< ar^ not liquid. It can take several months before you 
^ay be able to sell yovfr house (let alone make a profit). 

In c^ase of an abrupt move, a renttfr may lose, one or two month's 
security rent, but a homeowner might lose much more on the resale 
price and prepayment penalty. This immobility, to some degree, 
IS a consequence of homeownership and must be considered in major 
decisions, such as whether or not you should accept a ixew job that 
would require moving. • • , 




. YOUR MONEY MATTERS 
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Financial Aspects of Housing - UNIT TV MT SriEET #14 



CONSIDER -THE ^;Q<;t 



Onc^> you hafve decided that a House will be a good investment for you, stop * 
and consider if you can really afford it. ^ - * *' 

GENERAL GUIDELINES 

These are guidelirtes and points to consider: 

. Purchasing price should not exceed two to three times the amouift of -your 
annual salary, depending on your downj)ayinept, personal circumstances, net 
worth, the type of loan you obtain; etc.- " ' x ^ 

. Monthly payments of princi^pal. irtterest. and taxes should ndt exceed more 

than one week's pay- -or 25 percent of your monthly- take-home pay if you 
. budget monthly.. . ' 

. You may be able to 'safely adjust amounts upwards to about 35 percent of 
monthly take-home pay if: y 

- Your spouse will join work force, or is already working. ^ 

- The wife is not of childbearing age, the family does not plan to have 
children or eipect additional children, or both parents plan to continue 
working even if there are childtel^. » 

^- Increased income is expected. 



- You are young with good professional prospects* ' I 

» 

- You are willing to substantially alter your style of living and make 
sacrifices. Can you make do without new furniture or rugs or other 
"essentials" such as vacations or a new car for an extended period of 
time? * X 

^ • 

You and your family must be the judge of thi^. Make it a family discussion 
and decision. 

. The FHA guidelines suggest that your total monthly housing expenses should 
n«t exceed 50 percen|: of your monthly take-home pay. The actual amount 
will vary according to such factors as number of dependents,* status of 
health, personal circumstances, age, etc.- 
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Mr. Jones takes, home $12,000 a year. Divided by 12 months, th^s is $1,000 per 
month. His mo rtgftg^ payment at 25 percent of take- home Ipay would be $250 a 
month; at 35 percent, $350 a month. ' ' . 

•* 

NOTli: lUs total housing expenses should not exceed 50 percent or $500 per month 
MONTHLY EXPENSES 

How do we detennine howimu^h we can afford to spend on a house each month? 

Herd's one way to figure it out: ^ - . 

* Hxample 
I. Monthly take;home pay $1.0()0.0(f 

\ . * ' ' ' ■ 

Deduct all monthly expenses, plus the amount j 
yoU will set aside for savings. Don't include 

current housing costs andyUpkeep . . v . . 480.00 r 



Amount you can spend % 520.00 



This sum must cover the monthly housing needs shown in the following list. 
Don't buy any house until you figure out your apprx)ximate monthly housing 
costs and whether you can afford them. * 

Don't forget that you will have to pay various fees and closing costs at the 
time of purchase. ' * I 

Include these charges in your calculations: * 
Monthly Housitig Costs: ^ . 
'1. Mortgage payments 

principal portion 

interest portion , ^ ^ 

property taxes-- 1/12 of annual assessment * 

You can keep your monthly mortgage payments relatively small by: 

making the downpayment as large as possible 
».» 

; stretching out the payments over a longox period of time% 

This will cost more in interest but if your income increases, you can 
pay the loan off sooner by increasing the monthly mortgage' payments. 
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getting a relatively low Interest rate on your mortgage. Shop 

around; you flight be able to save up to I percent on the entire 

loan. • , • 9 

♦ 

keeping .the amount of yo^r loan in line with your oveijpll income and 
spending pattern. 

2. Homeowners* insurance ^ 

monthly portion of annual premium (1/12 of yearly cost) for: 

- Packaged * insurance, or 

- Separate coverage (hail, wind, accidents on your property, theft, etc.) 



. insurance oosts ma^ be included in monthly mortgage costs and pai^d 
directly by the lender (in some states). 

Property taxes \ ' 

. . usually property tax payments are included in mortgage costs and paid 
directly the lender (e.g., in New Jersey) . 

• 

You may be required to give the lender two months' worth of taxes which the lender 
holds in escrow. T|>e lender can WQrk with this money and will pay the taxes as 
they are due. ' . 

Watch the local papers for new developments in the property- tax structure. 
You can sometimes foresee increases. ^ * 

A$k yourself whether the community you are interested in is a growing one which will 
need more sch&olsl roads, and recreational facilities. If the answer is "yes," 
it's lively that the local government will have to increase taxes accordingly. 

4. Utilities - Ask the seller for actual utility bills, 
fuel for heat (ask the owner, costs vary) — 

gas ^ . • , 

telephone ' * 

electricity \ * , 

\ • water 

5. Regular Maintenance 

garden upkeep ^ 

lawn mower . * 

tools / ^ 

painting - ' 

wallpaper » 

garbage # # 
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6, Major or minor r<»p«lrs 

furnace and air conditioning ©quipinont 

!(toni^ windows and doors . ^ . , . ' 

roof leak^^ ^ - , ' i 

plufflbing i' " O 

. painting (inside aHd outside) 

Don't forget that you will need to have money not only for the purchase of the 
house and keeping up with monthly househoH expenses, but also for expanses such 
as : . r ' ^ 

moving ^:osts 

closing costs Cloan origination fee, legaUfees, title insurance, etc.) 
taxes to be prepaid and put in escrow (da|»osit) account with the bank, 
property insurance paid tn escrow ^ 
essentials suph as storm windows, lawn mower, etc. 
any immediate repairs. 

HOME IMPROVEMENT TIP 



One architect gives the following advice: don't plan any major remodeling in 
the first year. Large amounts of money may be involved and many times the 
results prove to be disappointing. Living in the house may make you appreciate 
the existing floor plan or allow you to make the most satisfactory plans for 
changes. ' x • 



A 
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, ^ YOUR MONEY MATTERS ^ , • 

) Financial Aspects of Housing - UNIT IV PACIV SHBEflFTs' 

THE PURCHASE AGREEMENT AND YOUR LAWYER 

Once you know how siuch you can afforjl, decide* how much you, want to spend on a, ^ 
house. A couple Vfith grown childreh may be happier in 4 smaller^ less imposing 
house even though they could afford more. You may be better off buying. a small 
home if you really prefer to- have roqney for vacation's and oth'^r Itixurie-a. 

GETTING A BETTER DEAL ' ' 

Once you set your price^ do tty to get the most for your money. -If someone is 
asMng 155, 900, they may settle' for $53,0i)0. Appliances and furnishings are 
sometimes part of the bargaining, too. V 

' ■ ♦ - 

If the owner has to move and must sell the house in the middle of the winter, these 
considerations can work to your advantage. Most people house hunt in the spring 
and, with feii^er people bidding on the house, you are more likely to get it at a 
lower pMce- - 

When your bid is accepted, you and the seller will legalize it with a purchase 
agreement ^and earnest money. 

. ■* . • 

THE PURCHASE AGREEMENT (The example giveft is from New Jersey; other states' ""real 
estfite firms might have different agreements) ' 

Any contract which involves real property must be in writing' according to the 
Statutes of Frauds. You will-lia^e to sign a purchase agreement or "contract to 
buy" with the 'seller and make a downpayment. 

Most likely the realtor will handle affairs at this stage, especially if you are 
buying through him or her. He/she wilTuse a standard purchase agreement form. 
TT^i^ agreement, which you and the seller will sign, is a conditional sales contract 
and should, if possible, be checked by your lawyer. If you do not buy through a 
realtor, then definitely have the Agreement draW qp or checked by your lawyer to ^ 
ensure that your .interests are protected. " 

The purchase agreement includes all the terms and conditions of the sale . It does 
not give you any title and you don't own anything vet. But the seller promises to 
deliver ^e deed to you, and you promise to pay for the "real property" (fts opposed 
to "personal property") on a certain' «ite if the conditions on the purchase agree- 
ment have been met . . ^ ' . 

. V 

NOTE: There h» often a clause which sta^tes the date when you must have obtained 
a mortgfagee ^ 
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Fact Sh«fitr#lS 2 

EARNEST MONEY • - 

At this time, you will also give the seller a deposit called earnest moneyi 
usually several hundred dol lars . Earnest mpney is .money paid in advance to bind 
axontract. It is. an assurance that you are serious in your intent to buy this 
house. • 

This is a^seri0us legal step. If you change your mind later because you discover 
something about the property you don't like, or because of some other reason, you 
might forfeit the entire deposit. ^ 

CONTENTS OF A PURCHASE AGREEMENT ' ^ 

Make sure the purchase agreement contains: 

« 

, Allvitems discussed in writing. If the seller told you that storm windows, 
the fireplace equipment, and the washer are included in the purchase price, 
it should say so in the purchase 'agreement, too. 

• ' Final purchase price. 

How much earnest money (deposit) you have to put down. 

rtow long you have to fulfill your obligations — to secure a mortgage, get papers. 
How long the seller is bound. Any conditions under which the contract can be 
voided- (if , for example, you can't get a mortgage). 

. Any ''easement or restrictive covenant' on the property. This refers to anything 
thrft will restrict your freedom of action regarding your property. 

. Any leftover mortgage, if applicable. (This is an old mortgage which will be 
rolled over to the new owner, who then makes payments to the previous owner.) 

Confirmation that interest and taxes are to be prorated to the date of closing. 

What happens if you fail to complete your part of the agreement? For instance, 

you chatige your mind and refuse to buy th6 house even after all the terms o^ 

the agreement have been met by the seller. If noted in the agreement, the earnest 

money will be applied as "damage" payment to the seller or broker. In some* instances, 

you may be forced to buy the house. 

neAing a lawyer 

The legal language involving real estate is about 900 years old. This is a very 
good reason to hire a lawyer; he/she can explain the terms to vou. ^> 

Another reason for obtaining a lawyer is that you pfty him/her \to look out for 
your interest and to advise you if problems arise. 



Fact Sh««t #15 . ' 

Your lawyer will search the title, make sure that it is "clear" and that there 
are no "clouds" on the property. This i? finalized by getting a title abstract- 
Tocorded history of the property- -from the county Recorder's Office: 

"(^lear"--Property is clear when there are no possible claims which could at at 
later date be made against the new owner which, in this case, is you. 

to 

An example of unclear property: 

. Fifty years ago someone* ip the family did not sTgn over the deed to a new 
purchaser. The heir could show up and claim the property. These things 
do happen. 

"Clouds"- -Recorded or unrecorded restrictions on your property, or a recorded 
or unrecorded privilege of a neighbor making use of your property (eas<|ment). 

Kxamples of possible clouds are: - ' 

Ik 

. No permissions to build on the property or add onto the house, or 
restrictions as to the use of the property. 

. An "easement" on the property - fo) instance, the next door neighbor 
used the driveway or passed over tfhe backyard for many years and thinks 
he has the right to do so in the future. 

Even when the title appears to be clear, an agency lending you*money to buy real 
estate will usually insist on title insurance for the amount of the loan to 
protect It against future claims. It is to the buyer ' s benefit to get title 
insurance for t^e total value of the property to protect himself/herself also 
The cost IS less if both policies are "paid at the closing or settlement. 

t 

I • . ■ 
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YOUR MONEY MATTERS 
Financial Aspects of Housing - UNIT IV FACT SHEEfTO 

THE CWING 

V. * 1 

This is the big day. the day 0f the property transfer. Buyer, seller, lawyer 
(in some states), and real estate agent usually meet for the closing. 

When you meet with the seller ih )^out bank«Jr's or lawyer's office, aftir closing 
costs are settled, you are giverf a deed, or mortgage. Now you have possession and 
title to the property. r ^ 

The deejd must then be recorded in the courity clerk's office.' In most cases your 
Uwyer will take care of this. / 

The seller will pay the agreed-upon commission to the real estate broker This 
IS usually 6 to 7 percent The seller will iteoeive whatever is his/her share 
of ownership in the house. This equity is ^he purchase price minus what is still 
owed on the property and closing costs* 

CLOSING COSTS AND LEGAL FEES 

t 

Most new home buyers are amazed that closing 2osts are so high. Find out from your 
lawyer or real estate agent at the beginning what the approximate costs will be. 
According to the R6al Estate Procedures Act. it is the lender's responsibil ity^ioP 
indicate the approximate closing cost to. the buyer; your attorney can furnish you 
with the remaining cost estimate. 

As a general rule of thumb, your closing co?ts and legal fees will amount to 

^ ^° ^ percent or more of the purchase price. (These are only guide- 
ca.tl tV^l^!'''V' """^^ location to location, and states differ in closing . 

included? ""^^ following fees are likely to be 

Title insurance--To protect the lender and buyer against possible losses 
due to claims by other parties to the property's rights. 
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Title search-To search into the property's history where all claims, liens, 

recorded. Before it inSures a client, the title insurance 
c?earof!!ill claims °" * ^^^^^ ^^"""^ *° "^^^ property is free and 

Mortgage insurance- -To lirotect the lender in case you default in your 
mortgage payments. , 

?n!!^rl°.*'**®''i accuracy of the land description, and possible 
illegal encroachments on the property. fwo^xuio 
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Recording fee- -To record the nortage and the deed. ^ 

' Cred.lt- reporting fee--To find but about your credit rating and -standing. 

Appraisal fee— To evaluate your property. Your lender will insist on this 
appraisal. I u , ' 



Buyers' and sellers' lawyers' fees--Ask a mortgage banker, real estate broker 
or call several lawyers in yopr area to learT\ current fees. 

Don't forget that your mortgage lender is likely to require that you m^ke a two- 
months' deposit on yofir property taxes in advance as escrow, ' • 

LEGAL PAPERS INVOLVED ^ ^ \ 

The feed- -The legal document that transfers the tit\.e ("ownership") from 
the seller to you, the buyer. \ 

>• 

The mortgage note or bond--This contains: ^ 

- your unconditional promise to repay the loan. 

specifications as to the specific sum to be paid per year. \ 
interest rate of loan. 

- an agreement on what happens if you should default fthe entire amount 
may become due and payable at once). ^ 

- a promise that, you will have the premises insured, pay taxes, and keep 
^ the premises in reasonably good tepair. 

- a statement tha^* the note is secured by a mortgage. 

The survey ^ ^ / , \ 

The title insurance policy * 

The mortgage- -This is your pledge of the property tb the lendc^J: and is 
his/her security .foi» granting you the mortgage loan. It is your loan 
contract with the lender. 



THE MONIES NEEDED FOR )kiING A HOUSE 
The buyer will pay: ^ 
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Closing costs (including lawyer's fees). Amount varie^ and depends on 
price of house, ^amoimt of search dbne, etc.; approximately 1 to 3 percent 
of the house price. 

possibly points charged on loan. ' 
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• l"r.£^»J»iI^^ to bo made; for example, you will have^o " W 
reimburse the seller Tor the taxes he may have preprtid or vice versa. ) 

insu nmce if payable in advance. 

• J>rop erty t axes if payable in advance. 

. purchase price to the seller. The purchase price will usually consist of: 

1. The earnest money paid at the time when you signed the purchase 
agreement . 

The mortgage loan (amounf you Iwrrow from the bank or other lender; 
this money is paid by the lender to the seller). 

^. Any additional cash payment (downpayinont ) .' Usually the earnest money 
and mort^gage loan do not equal. the purchase price. 

. liscrow funds deposited with the lender or with a third party. Thiji sum 
^*ecures the lender against nonpayment by the borrower on items such as 
property taxes, hazard jnsurance, and mxy property assessments. 

t 

♦ .1 

A TYPICAL HXAMPLF. - . | 

let us look at the following example. You are buying a house for f5|5,00O. 

$55,000 total purchase price | 

$5li250 earnest money (deposit already paid) ' 

-•^3,000 mortgage loan secured 

^^'250 additional downpuyment needed 

+1.375 all closing costs and lawyer's fees 

380 £fcv4-Tr»or* . ^ 



extras (adjustment, -escrow, etc.) 



♦147005 CASH NEEDED ON CLOSING DAY 
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. VOUR MONBY MATTERS 
Financial Aspects of Housing'- UNIT IV POT^^^BTTTT 

\ • ' YOU HAVE OTHER HOUSING CHOICES ; , * 



^If yod cannot or do not . want to invest nonoy ij/i a stnglo-family house, what other 
choices do you have? 

THE MULTIPLB-FAMILY HOUSE 

Many people buy a two- or four-faaaiy house aid rent out one or more apartments 
to help with monthly mortgage payment's. 

The advantages* include greater financial security for^|he fujture and reducfed 
housing costs for the, owner. , Jut there are also disadvantages to oWningJft 
mult iple-- family house. Some people feel that they do not liave enough prl/acy and 
that the tenants do not take care of their property. Tenants may call ^ the 
owners frequently for very minor reasons. Sometimes there may be itl^teoUngs 
because of t,he tenant-owner relationship. 

THE COOPERATIVE . " w * 

The land and building *re owned or leased by a corporation, which in turn leas©«^ 
space to Its shareholders. You, the shareholder, will have ownership rights In 
the entire apartment complex as you hold stocks In the corporation that owns the 
building. You. are also entitled- to a long-term lease pn your unit. Since you ' 
own a proportionate share of the entire complex, you will pay your proportionate 
share of aVl costs. The following are figured as costs: 

the principal and Interest on the mortgage loan (taken out by the corporation) 
. . taxes . . * 

insur^ce , . 

. maintenance and repairs . 

salary for superintendent and manager . ♦ 
landscaping 

The above costs will vary wlt'h the vacancy rate. The more units occupied, the less 
you pay proportionately. If units are sold at less than they cost, this loss 
will be shared by all stockholders and vice versa.. 

With this type of ownership, you are often 4n«olvod in policy meeti^igs. Be sute 
you wan^ this commitment. Also, majority corffeent is required before you can sell 
your unit, ^nd the Shareholders usually vo<e bn anybody about to purchase a unit. 



THE CONDOMINIUM 




If-w"4*'*"^^° combine ownership with convenience, a condominium might be the 
right Investment for you. » " 
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A conUominlua offers th« feeling qf ownership but, at the same time, carried 

less responsibility than owning a hous^; It may also be acquired- at less cost. ' 
You will.be the sole owner of one whole' condominium unit. 

"* ' * 

If you cannot afford to pay cash, jtiflths^iil obtain a mortgage and get title to the 
property and a deed. You will usual It pay taxes and insurance either directly 

or along with monthly mortgage payments of principal and interest to thd lender.. 

The latid on whl«h the condominium complex is siwated and all facilities used in 
common, such as halls, grounds, and laundry, are jointly owned by all. 

You can usually sell or lease .your ctJndominium without permission of others. The 
property taxes and the interest are tax deductible. 

y • . 

As with the cooperative, you will pay a maintenance fee for cleaning and upkeep 
of the common areas. 

THE MOBIU; UNIT 

Another increasingly popular choice is the mobile unit. It offers ownership and 
privacy at a relatl^ly small expense. It solves the housing ptoblem for many, 
especially those with low budgets and small families. 



A mobile home can be purchased at relatively low cost, as the 1 
in the price, ^ 
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s not included 



In a mobile-home park, you pay a monthly rent for the use of the property. Lots are 
usually small, so rents are relatively inexpensive. 

♦ 

Maintenance costs are also low due to small lots and size of mobile homes. 

in some states you may be able to purchase a home in a mobile home subdivision, 
which means that you would own both the home and the land. 

Consider the disadvantages of a mobile home^ too: ^ 

, Your mobile home usually depreciates (lo^es vajue) faster than a single- 
family home. A mobile home's lifespan is shorter. In inflationary times a 
mobile home,' if located in a prosperous neighborhood and kept up well ^ can 
keep up with inflation and depreciate more slowly or even appreciate. 

If the unit is in a mobile-home park (and most are), you do not own the 

land. ,f / 

* . ** * ^ ^ 

. Mobile home loans 'are installment loans extended for a shorter time period 
than mortgages for houses. » 

. The interest on mobile-home loans will usually cost more than interest for 
mortgages. 
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Carefully examine the site of the mobile-home park, ^heck^for maintenance 
deterioration, safety, etc. ^ . 

You will hVve a small yard and no basement, although some mobile homes are 
put on fi foundation or basement. 

^ . fe sure you have a space reserved at a mobye-home park before you 
purchase a mobile-hom^ unit. ^ 

LocVl 'zoning regulations sometimes forbid mobile homes on any private 
property.^ Inquire before you buy. ^ 



REMEMBHR: 

In any form of home ownership, prices fluctuate with supply and demand. You can 
sell at a loss or a profit depending on the market. 
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YOUR MONEY MATTERS 




Financial Aspects of Housing - UNIT IV 



FACT SHEET #1S 



IN'S. 8 OUT'S OF HOMEOWNERS' INSURANCE 



WJIIAT 15 HOMEOWJERS' INSURANCE? ^ 



Various typos of insurance- are available to ho^eown^rs, tenants, mobile home- 
owneis, condoqiniuB owners, and shareholders of cooperative i^partments, with 
the type of policy lidapted to the needs of each. /. • ' 

Homeowners' insurance is a packaged insurance program. You can choose from 
various forms, depending on the number of risks you want to be insured against', 
and, how much money you are willing to spend. 



Protects you against damage or loss from fire or lightning; windstorm or 
hall; imoke; vehicles; burglary and theft; explosion; aircraft; vandalism 
and malicious mischief; breaTkage of glass consisting as part of house (not 
Included in HO-2 ahd HO-3); riot or civil commotion. 

'' . ■ - ' ' ■ » ' 

Broad Form (H)-2) 

Will cover you against the basic 11 perils, and" 7 additional l)erlls, e.g., 
damage fron^ falling objects; Ice, snow; collapse of building, or any part 
thereof; freezing of plumbing, heating and air cojidltloning systems, and- 
domestic appliances; accidental discharge, leakage or overflow of water or 
steam from within a plumbing, heating or air conditioning system or domestic 
appliance; tearing, cracking, etc. of hot water heating System or ^appliances; 
injury from electrical appliances, wiping, etc. (TV and radio tubes not 
• included) . 

Comprehensltre Policy Form (HO-5) 

• 

An all-risk policy (also more expensive^ than HO-1 or HO-2), which means 
tiiat the Individual perils don't have to be listed. You are covered agairfst 
all risks, except those specified in the policy. Included, for instance, 
are floods, earthquake, backing up of sewers, tidal waves, war, etc. (Do 
consider buying flood insurance df it is available in -your coinnunity and 
if your area ts flo6d-prone. ) 



TYPPS OF POLICIES 



Basic Homeowners' Policy (HO-1 ) 
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The following liabUity coverage is also included in eVery homeowner's plan: 
Personal Liability Protection 

Covers you if someone- is injured on your property and you are held responsibl( 
or if the property of others is damaged (you happen to break a neighbor's 
vase, or your child throws a ball through a window). The insurance company 
wli; pay the legal costs involved in a court suit and whatever court settle- 
^ ments are reached up to the limits of the policy. 

» Medical Payments Coverage 

* , » 

Designed for smaller injuries occurring on your property or involving you 
and your family in some wa/ even if occurring elsewhere. Payments are made 
by youj" insurance company, regardless of fault, up to the limit of /your 
Poli/y (usually several hundred dollars although larger amounts can be 
purc/hased). Examples: Your dog bites ^ neighbor, your' child hits and 
injures a friend in a fight, etc, 

AsH your insurance agent about separate coverage if you have people working 
for you on your property (cutting grass, baby sitting, cleaning your hJuse, 
etc.). This will protect you in case they are injured on your property and 
you are held liable. ] 



ADDITIONAL COVERAGE 
• Floaters 

Separate "floaters'; can also, be bought to protect personal property of value 
greater than what would be included in the homeowners' policy--more than 
$1000, usually. Examples: silver, jewels, furs, antiques, art collections, 
etc. 

Theft Coverage and Liability Protection 

If you do not want the homeowners' packaged insurance plan or cannot obtain' 
it, this type of policy can be purchased separately as an alternative. 
However, it must include one of the following: ( * / 

. Fire Insurance-- cevers. you against fire and lightniii^. 
, Fire and -Extended Coverage --covers against fire and lightning 
as well as wind, hail, smoke, vehicles, explosidn, etc. 

PROPERTIES COVERED IN A POLICY 

Your house, garage, and other private structures (not .for business) on your land 
are always covered. Many, people are anderinsured because they base their insurance 
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on market value. Inj^unce should be based on replactnnent cost--what it would cost 
to rebuild the same house with today's labor and material costs. Your insurance 
agent has the raeahs to ca^ulate replacement costs. 

It is recommended that you should carry insurance on 80 percent of the replace- 
ment value of your property so that the insurance company will reimjjurse you in 
the entirety for partial looses. If you do not meet this 80 percent co-insurance 
clause, you will only be reimbursed for a proportionate share in case of a partial • 
loss. In case' of a total loss, you would be paid up to the ^imit of the policy. 
But be aware that most claims are for partial losses. For example: Your house 
(including land) has a market value of $38,000. Your insurance broker tell^ you, 
after careful calculations, that your particular house, with its special features, 
cannot be rebuilt for less than $55,000 in today's market.^ You should then carry 
insurance for at least 80 percent of $55,000, not just on $38,000. You may want 
to carry insurance for as much an 90 percent of replacement costs as an inflation 
guard. 

If your home cannot be occupied because of damage caused by a peril you are insured 
against, your hoiaeowners' policy will take care of the additional living expense 
of hotels, restaurants, etc., up to the limits stated in the policy. ' 

''he contents of your house are also insured under a homeowners' policy. Be aware 
that your insurance contract will always have a depreciation clause for furniture, 
household goods, etc. If you own expensive si lYeCWa«e, jewelry, antiques, art, • 
ask your insurance .agent aboi^t a "personal property floater" in adaition to your 
general policy. Make sure that you have an itemized list of all your belongings 
in a safe Rlace. Ii^ case of theft- or fire, this list will be yo^ proof of what 
has been lost. You may wish to take pictures of furniture, silver\ etc. Pictures 
and copies of household inventories need to be kept in a safety deposit box. 

A POLICY FOR THOSE Wl^O RENT (HO-4) ' ^ 

If you live in an apartment or rent the hoiis^ you occupy, you can insure your * 
household contents and personal belongings under the Contents Broad ^Form, or 
Tenants Form (HO-4). This policy includes the same 18 perils covered iJM.HO-2. 
Since you do not own the dwelling or private structures, they are not fffsured 
un^er H0-4i however, your policy does provide coverage for additional living 0xpense 

A SPECIAL FORM (HO-3) - 

If you want the greatest possible protection for your dwelling, but do not want 
to pay for this same extensive coverage on personal property, consider purchasing 
a Special Form (HO-3). This provides the same coverage for the dwelling and 
private structures as does Comprehensive Fprm (HO-S), while covering property 
for the same perils as in the Contents Broad form (HO-4). 
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ADVANTAGES OF HOMEOWNERS ^INSURANCE 



The advantages of a packaged homeowners% tenants* or shareholders' policy 
are that : ^ 



it is less expensive. 

it is easier to schedule (budget) one payment. 

it is less confusing--ohe. pplicy covers everything* 



/ 



Know the perils you are insured against, and don't be underinsured ! 



For comprehensive information about property insurance in general, send foi 
a free copy of A FAMILY GlJinr: TO PROPERTY AND LIABILITY INSURANCE from 
Insurance Information Institute, IK) William Street, "New York, N.Y. 10058, 
or ask your real estate agent. * * 



/ 
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f YOUR MONEY MATTERS. 

Financial Aspects of Housing - UNIT IV I^ACT ^ETTI9 

WHAT'S IN A MORTGAGE? GET TO KNOW THE TERMS 

V, ■ ~~" 

You aro ready to buy a house. , You will probably need to apply for a mortgage. 
Most people can afford only a cash downpayment when they buy a house, and have t^o 
finance the rest of the purchase price through a home mortgage loan. 

Some people let the excitement of buying a house--especially if it is their first- - 
overrule their feelings of caution. Yet the emotional impact of financial problems 
stemming from house worries cannot be overestimated. A main reason behind fore- 
closures on homes is that people buy without realizing the total cost of ownership. 

Have you figured how much you can really afford? W)ur monthly expenses will 
include: . 

mortgage payments ^ ' • 

taxes 

insurance 

utilities 

house maintenance and repairs • 
VARYING INTEREST RATES 

. -> 

It pays to shop\ round for the most advantageous interest rate And contract terms. 
Interest, rates will vary: 

with different lenders. ^ 

: with the sire of the mortgage and the amount of downpayment/^ (The 
larger your downpayment, the smaller the net exposure of the lender ^ 
will be. Thus, the interest rate will be lower.) 

. with general cdnditions in the money market^ (if the demand for money 

is stronger than the supply, interest ^ates will go higher, And vice versa.) 

. with the type of mortgage- -VA, FHA, conventional, etc. J 

In the past, the practice has been to ha^ interest rates remain the same fl^ the .^ 
length of the mortgage contract. Some mortgage loaft contract^ now contaiiv4 
variable interest rate clause which allows interest to be raised or lowered 
according to the general interest rates in the money market. Othej; types of 
Mortgages are being tested and may become available in the future. It will piiy to 

!!5 5?*"5 an^osts of mortgages available and to determine the advantages ' 

and disadvantages TQr your situation. * ^ 
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IDEAL FINANCIAL TI-RMS 

There are .many terms and facts that you should be aware o£ when shopping for a * 
mortgage. . . ^ 

The most favorable financial terms, regardless of where you get the mortgage, 
usually i4icUide: ^ ^ 

a large downpayment * from you (except in times of prolonged inflation), 

the lowest interest rate available, » 

as short a mortgage period you can comfortably ^ fit into your 
spending and savings plan; the shorter the^ period, the more you 
save on interest charges, which can amount to thousands of dollars. 

no prepayment penalty clause. 

no escrow requirements by bank .(-however, escrow can be a form of 
**for^ied savings**). 

Remember, you are offering the property as collateral for the mortgage loan. If 
you default on payments, the lending agency will foreclose, 

miVM SMALLlvR PAYMENTS ARL RIGirr 

You m^ay need to consider a loan which can be repaid with smaller monthly payments 
over a Iqjjygjer o^riod of time (although you will pay a higher interest rate and 
more mohey fOr interest) , If income increases over time, you may be able to make 
additional payments to reduce the piuncipal. In times of prolonged inflation 
you will be paying off your loan with cheaper dollars. This might influence 
against paying off your loan early, ^ 

REFINANCING A MORTGAGE 

This is changing or renegotiating a loan with different terms. Usually this is 
done to decrease the amount of monthly payments, over a longer period of time. 
Another purpose might be to use the equity for some^other purpose. The interest 
rate at the time of refinancing is usually changed, 

PAYMENT BREAK FOR YOUNG AND OLD FAMILIES 

A relatively new option offered by some banking institutions and savings and loan 
associations allow^ the buyer to pay interest only aftd no princifjal during the 
first five years of the loan. This option is intended to make it possible for 
people with a limited current income but potentijil ^^or greater future income 
to purchase a house, \ '"^^^ l^rt * 

Graduated payment mortgages (GPM) ifJftere the buyer maktfif smaller payments earlier 
and larger payme'ftts later, are another option Available from Savings and Loan ^ 
Associations and banks whicJr are authorized to offet theta. However, not all 
Savings and LoAn As^clatioas and banks offer them yet, ^ ' 
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Another new type of mortgage is the reverse annuity mortgages which, if available, 
allows older homeowners to use their equity in their homes to pay for their 
mortag©. , 

Variable rate mortgages, where the mortgage rate fluctuates With the interest rate 
in the money market, is another option that some financial institutions in 
California (where it can be offered) are experimenting y^ith. 

The decision to extend such terms will be made by tl)e lender on .the, merits of • 
each application. 

Consumers need to understand that with this type of mortgage, they will make 
payments for five years, and at the end of that time, they will still owe the same 
amount of principal. 

PREPAYMENT PENALTY CLAUSE 

Sometimes people want to pay off the mortgage at a faster rate than stated in the 
contract* in order to save on interest payments. This clause tells you how much of 
the loah you can prepay each year without a penalty, and if you pay a penalty, 
how mi($L it will be. A penalty is charged by the lender to cover his or her expenses 
when you change the original terms of the loan within a specified time. Be 
expecially ^ware of this if you are likely to move frequently. For example, in 
New Jersey there may be a "3-2-1 Clause" included in the contract, allowing you to 
prepay a certain amount per year (approximately 20 percent). If you prepay over 
and above this sum, you would pay the following maximum penalty according to New 
Jersey law: 

.3 perpent of the face amount of the mortgage in t-he first year. 
2 percent in the second year. 

1 P^^.^^^ third year, and nothing thereafter, 

A conventional loan may or may not have a prepayment clause. When seeking a loan, 
it is to yaur advantage to ask for* a prepayment clause allowing repayment ahead 
of schedule without a penalty or fee. 

, ^ ■ 

If you obtain an FHA mortgage, there is no prepayment penalty up to IS percent of 
the original loan in each year. 'With a VA loan, there is no penalty whatsoever. 

AMORTIZIN(? A LOAN ' 

This means that you make periodic payments (usually monthly) of interest and 
partial repayment of principal during the entire loan period. These payments 
renain the saa^ over the life of the loan, and so will your total monthly payments 
unless taxe§ aSid insurance costs increase and they are included in your monthly 
payment to the- bank. Since you pay interest only on what you owe, the interest 
n grcatest^*'"'^ mortgage is largest at the beginning when your outstanding debt 
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In the aiddle and towards the later years of the lonn period, ydu owe less, 
therefore \the interest portion is less and the principal po;rtion is largest. 

ASSUMING A >IORTGAGE * ♦ 

Sometimes you can assume or take over an existing mortgage. If the seller has 
owned his or her house for several years, it is likely that the existing mortgage 
has a lower interest ratto. However, you will need a larger amount of cash for 
the downpay«ent--the difference between the purchase price and the balance due 
on the portgage. If a large amount of the existing mortgage has beeg paid by the 
owner, |nd the property has appreciated, the difference may amount to a large sum 
of money. v 

BORROWING CASH FOR THE DOW^AYMENT 

It is considered risky to obtain a loan and use the'.«fa«h^ as your downpayment 
when buying a house. You need to ask yourself, "If I do not have the money now, 
will I have' it when payments come due?" 

LATE CHARGES ' " 

Read and understand the penalty for late mortgage paymwi^s.* Unless a grace period 
is granted, the entire unpaid balance on the loan is inkediat:ely due in most 
instances. 

MORTGAGB&HELP FOR WOMEN 

> 

Women or married couples who have had difficulty obtaining mortajge money may be 
helped by new legislation. The new Federal Community and Develjfraept Act, Title 8, 
Public Law 95-383, ^as amended, forbids discrimination on the basis of sex in the 
area of mortgage loans or in selling or renting a house or apartment. This is 
also the case under the Equal Credit Opportunity Act. 

Married couples should take note because the income of both husband ^and wife must 
be considered in applications for federal mortgages. 

For more information, contact any office of the U.S. Department of Housing and 
Urban Development. 
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YOUR MONEY MATTERS 
Financial Aspects of Housing - qNIT IV ^A(^ ^rtEEfTO 

TYPES OP MORTGAGES 

You've foOnd the house you think you'd like to buy. Now you are concerned about 
hQW to finance it and What type of aortgage to get.' Which is best? What ard the 
differences between the various typv? ■ 

CONVENTIONAL MQRTGAGE ^ 

Savings and loan associations, savings banks, conmiercial bpnks/ life Insurance 
companies, and other private* lenders offer long-term mortgage loans. The real 
estate you are buying is used as security for the lender. 

A few points to remember about conventional mortgages are: 

. About 3/4 of all mortgages are financed the conventional way. 

. You are eligible if you have a good credit^atingi the required downpayment, 
and enough income to handle the monthly payments. 

. The average loan is approximately 75 percent of the purchase price. This 
means you have to pay the balance--l/4 to 1/3 of the price--in the down- 
payment. 

Savings and loan associations and banks often hold to a genersrl rule: not 
more than 35 percent of the buyer's monthly net income should be used for 
the mortgage payments (including principal, interest; taxes;) 

. Usually mortgages allow 25- to 30-year periods for repayment: You can arrange 
For a longer period. Although your payments will be si igljtly smaller, 
interest Costs will be greater. 

. Mortgage rates change periodically. They are generally "influenced by the 
state of the economy, an<il the interest rates in the money market. In 
particular they depend on the size of the loan and the amount of tKe down- ^ 
payment. It should be noted that within the mortgage market, there is a 
range of flexibility from one lender to another. Consumers need to shop, 
around and compare mortgage interest rates, amount of downpayment required, 
repayment terms, etc. For example, in 1979, a btnk in New Jersey determined 
the interest as follows: 

I • ' 

AMOUNT OF DOWNPAYMENT \ MORTGAGE INTEREST RATE 



25 - 39% Down lo 1/2% 

40 - 49% Down 10 1/4% 

50% ♦ Down 10 
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. You will have a short waiting timo to find out if* your loan application 
has b«en approved (apprdx. 2-3 weeks). 

. Be^aware that the costs of processing the ^rt gage loan will differ 
sonewhat fro» lender to lender. 

Most li)cely you will hav'e) a prepayment penalty clause in you» coatract 
(depending gn the state). 

For more specific information as it pertains to you and. your family, contact aA 
officer in the mortgage loan department of a local bank or savings and loan asso- 
ciation. 

If you find that you are not eligible for a conventional mortgage, you knight want 
to apply for a VA or FHA insured loan. Your local banker will tell you which 
financial institution handles these loans. 

VA MORTGAGE 

The Vetex^ans Administration is a government agency which guarantees mortgage loans. 
ICp*6mises the lending bank or agency that, in ca^se Af foreclosure, it will pay 
""fne lender 60 percent, up to a maximum of $25i;000.'^ v 

Eligible veterans should inquire about this type of financing. A veteran can request 
and obtain a certificate of eligibility from the Veterans Administration, then find 
a house and go to th© lending agency to apply for a loan. The bank then inquires 
about the veteran's wag^s and sees if he, as a prospective buyer, can "carry" the 
house. ^ 

Several points to keep in mind about VA mortgages include: , 

Usually no downpayment is required. ^ ' ' 

There are usually lower interest rates, but the buyer may have to pay a 
loan origination charge. 

< ■ , ■ 

The seller may also be charged. For this reason, the seller may increase 1 
the price of the house for VA mortgage consumers. 

Repayment time is up to 30 years. |' 

• i 

There is no prepayment penalty. } 

There is no cost for mortgage insurance premium. 

For further information, write to the Veterans Administri.t ion's regional office 
nearest you. 



FMA INSURED LOAN 

Th« Federal Housing AdiBini>trat4<>n is a govetnment agency which insures loans 
and guarantees the lender that it will p^y ceVtain losses in the event of "fore- 
closure. ^ 

The/FHA helps people who might not otherwise qualilfy foil a conventional mot-tgage 
loah because they do not have enough income or money for a sizeable downp^yment . 

The FHA appraises the value of the house and gives, this information to the bank 
from which you are seeking a mortgage. (It does not "approve" them as is sometimes 
misrepresented.) Ask the lender what the appraised value is. Then you will know 
If the price which is being asked for the house is in liive with ,the market value. 
(Example: Appraised value is $49,000. Seller asks $55,000. Are you still willing 
to buy? Maybe you can bring the, price down.) 

Your bank or savings and loan association may handle FHA insured mortj 
Characteristics of FHA insured loans (subject to change) are: 

. Dbwnpayments are smaller, as low fts 5 to 10 percent. 

. The repayment time period is as long as 30 to 35 years. 

. The buyer can repay up to" 15 percent per year without incurring a penalty. 

The buyer is sometimes charged a lower interest rate because of the lowrfr 
risk to the lender. 



Jrtj^e loan^ 



ining ball 



A mortgage insurance premium of 1/2 of 1 percent on the declining bilance 
of the loan will be charged. 

The buyer can also be charged the maximuili of "one point." One point is 
. considered to be one percent of the mortgage. (Example: Mortgage is 
$35,000, 1%- $350-1 pointy You also pay an application fee. 

. The seller will oftenWncrease the price of the house, and indirectly pass 
the extra charge onto the buyer. This is because the lender may charge the 
seller additional points when FHA loans are secured. 

. There is often a longer waiting time for mortgage approval. It can extend 
to a month or more. 

< 

« 

For further information and literature on federally insured mortgage loans, write 
to the Department of Housing and Urban Development, Federal Housing Administration, 
in your area. 
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PRIVATE MORTGAGE INSURANCE 

If you can only afford a small downpaymekt , you might need a larger loan than you 
are able to obtain with .a conventional mortgage. Private mortgage insurance (PMI) 
companies will insure the mortgage loans of qualified applicants. Although you 
will pay extra for this Insurance, the availability of private jnortgage Insurance 
reduces risks to the lender, who will then be able to extend higher percentage ^ 
loans to you than their typical lending policy would normally permit. 

EXAMPLE: The bank requjlres a minimum downpayment of 20 percent- A qualified 
applicant who does not have this downpayment, but could put down 10 percent,, could 
thus apply for a conventional mortgage loan with private mortgage insurance. 

Since houses are increasingly expensive, many families find themselves priced out 
of the housing market. Young families frequently cannot afford the required 
downpayment . Private mortgage insurance enables those families, where the breadwinner 
has a ••promising'* future but not the present income or downpayment to go along with 
it* to obtain a mortgage. 

i 

Points to keep in mijid about this type of mortgage insurance (Subject to change) 
are: 

( ■ ^ . 

. Qualified applicants may be able to get loans of up to 95 percent of 

purchafsing price with private mortgage insurance in times of /'easy credit.*^ 

Loans will .be insured up to $36,000 on a 95 percent loan, and up to $45,000 
on a 90 percent ^ loan. 

^. You will pay a premium to obtain this insurance on a conventional loan. 
Tltis will either be a flat fee (approximately 2 percent) or about 1/2 
percent of the mortgage in the first year and 1/4 percent thereafter. 

Ask your lender if he/she handles privately insured mortgages; hot all lenders do. 

FARMERS^ HOME ADMINISTRATION MORTGAGE 

This type or.iw>Ttgage loan, administered by the U.S. Department of Agriculture, 
is dasignedf for/ low- and tnedium- income rural families who need housing but cannot« 
obtaiV^ojr^lfforil^^t^ regular channels < 

Characteristics of this loan (subject to change) Include: 

1 * 

The interest rate is as low as 6 percent. 
*• 

• The maximum payment period ds 40 years, while the minimum repayment period 
is 33 years. > 

< 

There Is no downpayment required. 

The amount of the loan is based on the applicant's eligibility, 
The mortgage is insured. ^ 
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Noto: Pleaso bo awaro that mQrtgago toras and intorest ratos can chango from 
tlmo to time acc9jrding to economic conditlbns. 

For more detailed information, contact the regional office of the Farmers liome 
Administration in your area. • 
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YOUR MONEY MATTERS 
Financial Aspects of Housing - UNIT IV StotTF?! 

FINAL THOUGHTS ON MORTGAGES 

RISKS OF XdDI^TIONAL FINANCING ' 

■',.»* ■ 
There are certain facts you should keep in mind when considering the possibility 
of additional loans on your home. 

HOME IMPROVEMENT LOANS 



Banks and savings and loan associations and sometimes credit unions can make FHA 
Title I and similar loans if you need to finance large repairs or want to build 
an ad(fitlon to your house. You will need some form of documentation as to the 
nature of the improvements you are planning--an estimate from a. roofer, for instance 

The risk to tfte lender is greater with this type of loan than with a regular first 
mortgage and you will most like^ly be charged 3 to 4% more than the going rate for 
a first mortgage (for example, a 10*1% interest rate on the first mortgage and a 
.12% rate--evei\ 14% or more--on the home improvement loan).' 

r K 

You pjedge any equity you have built* up in the house as security for the loan. You 
will have a second lien on your property in addition to your first mortgage. You 
still hold the title to the propert)(, but if you should default on the loan (fail to 
pay *fhen required), the. lender can and will foreclose, even if you are still meeting 
your regular mortgage payments." Consider this type of loan only foj projects with 
4ong-term benefits. 

, f . 

Check with your local bank or savings and loan association to learn the latest 
ceiling on home improvement loans and the time limit set for repayment. 

SECOND MORTGAGES 

As the name implies, second mortgages are taken out by homeowners on top of their » 
existing mortgage. Second mortgages can be extended for many reasons, such as 
cortsolidation of debts, home improvements, vacations, or luxuries. States vary 
widely^ in the regulation of these second mortgages and the companies who can offer 
them. The following example illustrates how second mortgages are regulated In the 
State of New Jersey (as per January 1979). Under the New Jersey Secondary Mortgage 
Loan Act, finance coiq)anies and other institutions licensed under the act are 
presently permitted to extend second mortgage loans at. 15% annual interest, 
although the commissioner does have the power to raise this to 18%'. There are no 
legal limits on the size of the loan or the length of time for which it may be made. 

The lender serts the terms of each loan on the basis of your financial situation and 
the equity you have in your hou^e. , 
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Again, %\i will have a second lien on. your house and *yoU wilj, be making a long- ' 
"term commitment at t-elatively high interest rates. Your daily needs will stl*ll 
be the same* ^ 

Second mortgages do serve a valid purpose and fill, needs, but consider the, purpose 
and length of time before faking on such' an obligation. 

FORECLOSURE 

This means that your home sold to pay delinquent mortgage debts. You will also 
be liable for legal fees, court cpsts, and all other debts not covered by the pro- 
ceeds of the sale. . ' ' 

The following are some of the reasons fot , foreclosures as shown in an analysi^s done 
by the Council of Better Business Bureau: ^ 

Insufficient funds at time of purchase , 

Home too expensive in relation to Income 

• Poorly built house which required unexpected maintenance and repair 

Decrease in income 

Marital discord 

LIFE INSURANCE AS MORTGAGE PROTECTION 

It is advisable that you prptect your dependfents by buying^ life insurance of some # 
kind before you take out a mortgage. Many times lenders will insist on it. On 
lilt he other hand you may already have enough insurance protection prior to the 
purchase of a house and may not need additional coverage. 

Term Insurance - -provides life insurance for a given period of time (usually 
for a specific nunjber of years) up. to age 65. Some term policies are Renewable 
at the end of each term, but the premium is higher each time it is renewed. , 
Term insurance provides the largest amount of protect io^ for the lowest 
inunediate cost. ^••^-^^^X 

Decreasing Term Insurance - -is sometimes called mortgage protection insurance. 
It may be issued for the same length of time as a mortgage. The face value of 
the policy decreases as the principal is reduced through mortgage payments. 

Whole or Straight Life Insurance- -is for a lifetime with premiums payable 
until death. The premium payment remains constant and builds a cash value. 

When buying property, review your current insurance policies And determine how to 
best cover additional 'risks> and also whether yoij need additional coverage in view 
of your new debt. Contact several insurance companies to learn the types and 
combinations of insurance they would recommend and their costs I 
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QUIZ FOR UNIT IV FINANCIAL ASPErrS OF ' HOUSING 



Dear Friend. 



This quiz covers Fact Sheets 13 through 18 of Unit IV Financial Aspects of 
Housing. ' . *^ 



/After reading the fact sheets, you are ready to complete the quiz. Feel free 
J to refer to your fact sheets whenever necessary. Please follow the quiz 
instructions and return the quiz in the return envelope.* 



Name 



Address 



^ , : Zip 

jinstructions: * * , 

This quiz contains three tiypes of questions, true-false, . multiple choice, and 
gjjatchlng. . ' 

true-false: Circle ^T' if the statement is true and "F" if the statement 

is false. 

Multiple choice: Select the best possible answer and write the corresponding 

letter in the blank provided. 

^^^^i"8' Ma^ch the categories on the right with the correct pharacter- 

istics on the left. 



in^^ 



1) T F Property taxes and the interest portion of mortgage payments can^be 
deducted from taxable income. ^ 

2^ Generally, monthly payments of^principal , interest, and taxes should 

not exceed more than: 



J. 



a. ) one week's pay 

b. / two weeks* pay 

c. V three weeks* pay 

3) You may get a lower price if you house hunt in the 

a. sunner 

b. fall 

c. winter 

d. ^spring. 



c 



- 2 - 



4) T F A purchase agroenent includes all ttiTtt^ and condition^ of the saie» 

but does not give the buyeir the title to the property* 

5) T F Earnest OKinfly is, always returned if you chaty your mind about buying 

the house. 



6) 



•••Clouds** on property are: 

a. " disputes over property boundaries 

b. restrictions on property, either recorded or unrecorded 
' c. defects in the house itaelf 

d. closing costs 



7) Match the following 
a 



Depreciates faster than 
single-family home 

Shareholders share ownership 
of entire complex 

% 

Sec^K>ns of housc^ are rented 
outJco help with mortgage 
payments^ ^ 

Share ownership of land, 
but each unit is owned 
separately 



1. Cooperative Apartment 

■\ • 

2. Mobile Home 

3. Multiple*Family House 

4. Condominium 



5. ^Single-Family House 



We would appreciate the following information to help us improve our service: 

Have you used or shared any of this infonnatfon from the » fact sheets or 
do you plan to do so?* . * 



Yes 



No 



If yes, in what way? 



^Applicable only if this unit has been administered through a County Cooperative 
Extension office.' If not, please conplete the quiz and retain for your own 
benefit and reference. 
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Unit V — Making Your Money Grow 



Denise M Matejic. Associate Specialist in Family Resource Management. 
Department of Home Economics. Cooperative Extension Service, Cook College. 
Rutgers University. N J 



September 1979 



DATE 



D«ar Friend, 

IfelcoM to our final unit of our hone-ttudy course, "Your Money » 
Metters." Thii unit, is oir jftolcing Your Money Grow . * 

Included in this packet are: *• I 

' eight fact sheets 

- a new quit " 

- a retuim envelope 

- /our corrected quis froa Unit IV, if you returned it on ti«e. 
(If you weren't able to return your quis on ti^e, please feelv._x 
free to send it to us now. We will comet it and return it 

to you.) 

Please fill out the qiits and send it to us in the enclosed envelope 

by . We willr correct it and retuxW 

it to you in approximately three weeks. ' ,/ ^ ''\ 

A certificate of achievement will fee sent to those^ course 
participants who qualify. To qualify, one nust coi^lete and ration 
the quisles fro« all five units. ^ ' ^ * 

We are looking forward to raceiving your quisles and 'also welcoae 
KKf coiants you would like to aake regarding the course. JPld 
the course benefit youT Are you conteii|>latlng any persoiial*^nancial 
action because of the eourseT Have you shared thej infovMtion with 
others? 

PleAse let us know your reactions and opinions. *A11 this/lnforsMtlon 
will be very valuable to us as we evaluate the course and its bei^efttS/ 

to OQQSUMrS. 

We appreciate your interest in our course. It was a pleasure to work 
with you. ' i 

/ y 

Sincerely, ^ 
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YOUR MONEY MATTERS - V 
Making Your Money Grow - UNIT V FACT SHPtiT #22 

. . . # 

WHAT SAVING CAN DO FOR YOU 

Saving means putting money aside from present earnings in order to provide for a 
known or unexpected need in the future. 

It is an integral part of family and personal financial planning. The decision 
to save or not will influence your futura. your standard of living at retirement, 
aad your present level of living as well.^ 

' / 

The more you are able to save, the more security yoU may have in your future 
years; at present, however, it may mean that you need to lower your -standard of 
living or adjust your lifestyle accordingly. 

Individuals or families need to set goals for themselves and to think in terms of 
their reasons for saving. They should then calculate how much money they can put 
aside, and determine where to put their hatd-earncd savings, to do this, they will 
need to set up guidelines for tHeinselves as to how much they can save and how 
closely they should stick to the guidelines. These guidelines will help steer them 
toward a prosperous and independent future. 

WHY SAVE? 

The reasons-*for saving are manifold, depending on such factors as age, education, 
job, stage in life fcycle, and number of children. The following are some exajiiples 
of why people feel savings are Important to them:, 

. coping with emergency probloms--short- term needs which might arise, 

unexpected occurrences, unemployment, switch of job or career. 

buyiijig a car (downpayment or cash). 

educating your children or yourself. 
. purchasing a major appliance, furniture, boat, household goods,lhome, 

condominium, mobile home, cooperative apartment, second or vacAioti home. 

financing your child's wedding. • • J 

supplementing retirement income. 
. saving for a vacation or leisure activity. 

. -building financial indl»pendenc« for your?elf or your family* through 

investments in stocks, bonds, or real estate. 
. providing for religious and cultural ceremonies (confirmation, bar mltzvah, 

sweet sixteen party). 
. purchasing gifts (holidays, birthdays).^ 

a 

■ .. / 
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Fact Sheet #22 , 

HOW MUCH MONEY SHOULD YOU PUT ASIDE? 

A general nil'e of thumb is to have at least thl-ee months' worth of savings in your 
savings account. Some financial experts say this figure should provide Income for 
six months or even a year. 

The average savings for American families is approximately 5 to 7% of their income 
per year. 

How much money you put aside will have to be determined by you after analyzing your 
personal circumstances such as: age, present and future earning power, and number 
of dependents. For example, ask yourself the folljMing questions: What will I 
need? How will I provide for my children's educat^n? How will I provide for any 
major unexpected expenses, such flfe medical costs. or the necessary purchase of a car? 
You will need to take a Short-term as well as a long-term look^St your aspirations 
and goals. 

STAGES IN THE LIFE CYCLE - . 

Iii every person's life there are stages when the need arises to reflect on where 
oO is, where one has been, and the direction in which one is going. 

Financially speaking, some of the most important cornerstones are: 

• ' ■ '/« ' 

. getting a job and becoming "independent" • n 

getting married 

starting a family % . • * jsk • 

, . sending youngsters off to college; planning their weddings 

. preparing fo» retirement. * ^ 
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Savings should enter the picture (at th^ latest) before marriage, as there should *. 

^^e discussions- on jointly held values regarding money, future jbb aspirations,' 

size of expected family, etc. Attitudes about financial matters rteed to be discussed 
and some tentative savings plans should be made at that Jime. Also, if both spouses 
are going to work, there should be an understanding as to y^rh^t their cumulative funds 
should accomplish. If this is not done, monies may just pay for an increase in the 
, standard of living (new car, clothes,' vacation, etc.) and will not cover uhftfrSseen * 

^ expenditures or future savings.' , / 

A word needs to be added regarding ^l&ns to start a family. College iosts are 
sowing and parents would be wise to start 4 college education fund for their • 
. chiliren at a young age. 

• . . • • • 

When youngster* leave for cojlege, parents will find the^nselves either tremendously 
burdened financially or relieved- -depending •upon how provisions have been made for 
the schooling, youhgs'ters start to work after Mgh school or ^re able to receive 
a scholarship, the Jparents will have fund? available to start a st;rong savings 
jprogra*. This is often\/the time when indl\i4ual earning is very high. Efforts 

• should be made by the |dTents to ad^rumulate savings for future retirement needs. 
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HOW TO SAVE ^y 

The following are some tips on the mechanics of saving; 

. Saving regularly and in relatively small amounts is generally more 

effective than putting aside larger suras but at more sporadic intervals. 

. Savings is a habit therefore, "paying yourself first" is a proven method 
^ of successful accumulation of money. It means that you include some 
saving (e.g., $15.00 per paycheck) as a fixed expense in your budget. 
Fixed expenses are obligatory payments such as mortgage, rent, or payments 
on an installment contract. You can save either by depositing the agreed- 
upon sum in an account yourself, or through payroll deductions, thus 
accumulating U.S. Savings Bonds or funds in your credit union account. 

It is a good idea to utilize different types of savings accounts and 
"stagger" them, then label them according to your objectives. The 
following are some examples: 

Short-term savings account , such as a regular savings account, to meet 
short-term needs (paying of irregular future fixed expenses-- e.g., 
insurance payments due in June). "Monies would be saved at regular 
intervals towards that goal. 

* * 

Short- or intermediate-term gavin^s account for a specific goal (e.g., 
the purchase of a new car or major appliance) . 

Intermediate-term account for specific purposes (e.g., house); either 
in savings accounts or four-year certif icjltes of deposit. 

Long-term ttccount for long-terta savings such as a seven-year certificate 
of deposit (no specific reason; may be used to plan for future, estate 
building, etc.). ^ \ 
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YOUR HONEY MATTERS 

\ 

•taking Your Money Grow - UNIT V i PACt SHBBT TIT 

- A ^ 

GUIDELINES FOR ESTABLISHING YOUR 'PERSONAL OR FAMILY SAVINGS PLAN 

A good savings plan is like a fine cus|oiii-made suit. Both are designai^with i ^ 
specific person in'mind. If individual detaiU are taken into consideration,' 
the finished prbduct will fit -adequately ^where needed but will still allow room 
for expansion. X 

The following are steps you can take towards developing a personal savings plan; 
ANALYZE YOUR PERSONAL SITUATION AND ATTPTUDES 

Your personal circunistances--income, narital status/ number of dependents, and 
whtether you have an adequate emergency cushion- -play an important part in determining 
your objectives. Temperament, age, style off living, personal values, professional 
goals, and future expectations are also impor>ant factors. 

Age, for ijxample, and the security a person feels on the job will determine whether 
monies should be put aside primarily in savings accounts, or invested in stocks. 
If a person needs steady income but is at the retirement state, he/she might choose 
certificates of deposit which offer steady income instead of stocks, because 
stocks fluctuate in price while certificates do not. Temperament and Sftrational 
make-up will determine whether you are willing to take chances with your'money. 

Many married women have gone back to work, and are bringing home an extra income. 
The salary need not be used entirely to increase the standard of living or to make 
ends meet. It tan be saved and spent prudently with greater emphasis placed on a 
long-term savings and investment program With potential advantageous results. 

IDENTIFY YOUR FINANCIAL GOALS AND OBJECTIVES 

What are you really looking for? What are your objectives fox your family? As you 
develop your own financial plan, consider the following: 

One person may have a great need for security and find it necessary to 
have his or her savings in the safest possible place. He/she would not 
consider taking any risk fn order to get a possible higher return. 

Another person, however, might feel the opposite way, talcing chances and 
aiming for a maximum investment growth, or opting for the greatest possible 
Income. 

Theft there is the individual or family to whom a guaranteed steady income 
is of great importance. 

. Another may be looking for the greatest possible return and not mind 
sacrificing financial safety. 
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What an» your objectivos? Do you want ready access to your funds at all times? 
Or ,ar* you looking for a hedge against inflation, or tax savings? Needless to 
say, one cannot^have all of the above goals at the ,sane time. ^ 

Examine your major savings and investment goals. Which ones most readily 
describe your situation? 

Principal is safe (you need a feeling of financial security) 
Return is guaranteed 
Income is steady 

Funds cah be withdrawn without penalty or loss of interest (for 

emergency reasons) 

Greatest possible income is derived 

Investment growth is the goal (with available funds to protect against 
inflation) [ 
Tax a|£i vantage is featured \ 
Purchasing power is protected (hedge against inflationX" 

C-y You need to keep in mind that no single investment will serve all of the above 
purposes. In general, the safer your principal, the lower your rate of return. - 
The M^her the potential or promised appreciation or return on your money, the 
higher your risk. 
» 

CON^lftER YOUR PRESENT FINANCIAL SITUATION 

The day you 6egin thinking about money is actually the first stage of your ^financial 
planning program. Examine your personal situation, values, and family attitudes 
about money. Write down some specific short- and long-term goals. 

Examine these goals again. Do they still apply, or has your readihg and thinking 
about money cause^ you to chaage some of your ideas ?„ If this has happened, take^ 
some^time to update your list. 

You also need to prepare a family budget by calculating net income, examining daily 
expenditures, and anticipating all of the fixed and flexible expenses your family 
will face during the coming year. List your net income, subtract total expenditures, 
and determine the remainder which is yours to do with as you please. This remaindrfk' 
is our atftjtyr interest because a certain portion of it can be set aside for savings ."" 

How is- your family doing financially? Are you improving yearly or just barely 
vj holding* your position? » 



^ 



With proper planing ovdr a specified period of tim^ you can actually restructure 
your finan<flal picture. u 
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BECOME ANARE OF YOUR OPTIONS 



Before putting money aside for long-tem savings or investments, a family should 
establish a checking or savings account. 

A poll was taken not long ago in which adults were asked the question: Where dp 
you put your money once you have saved it regularly? S*venty-four percent of the 
people surveyed said they had savings accounts and 61% of the group had money in 
life insurance, meaning money in the cash surjrender value of their life insurance 
policy. Another 32% said they had U.S. Savings Bonds, 31% had money in real estate, 
and 20% had money in stocks and bonds. Although many of these investments carry 
different risks and produce varying returns, the survey demonstrates that Americans 
are concerned about their savings and want to invest them wisely. 

A family interested in saving or investing has many options in fixed dollar and 
flexible dollar investments to consider. These include: 

checking accounts 
savings accounts 
U.S. Savings Bonds E and H 
tertificates of d(yosit 
stocks 

bonds V 
mutual funds 
purchase of a home 
income-producing real estate 
antiques 

coins and stamps v 
works of art * " 

annuities 

None of these choices are necessarily the best br inadvisable for a given family. 
However, they do need to be considered carefully in terms of risk, flexibility, 
and the family's present and future financial needs^. 



YOUR MONEY MATTERS 
Making Your Money Grow - UNIT V 



INCREASING YOUR SAVINGS 




SmAj\g regularly, even in snail arounts. can significantly inprove your financial 
situation in the near and distant future. 

Once you have aade the decision to put aoney aside, you have a number of options 
available to help you carry out your goall. 

SAVIVGS INSTITUTIONS AND THEIR CHARACTERISTICS* 

Financial institutions of^er a variety' of banking services.* 

• Savings and Loan Associations and Savings Banks often offer somewhat 
higher interest rates than connercial banks do. They also may require 
a lower downpayment and slightly lower interest rates on home mortgages . 
On the other hand, if you need credit for a car loan eg: credit cards, for 
example, this type of institution cannot accommodate you. (Home improvement 
loans are available, however.) 

• ' Commercial Banks, which are also called department stores of finance. 

offer a great variety of services to their customers. These include 
checking accounts, savings accoui^s. Overdraft checking accounts, safety ' 
deposit boxes, traveler's checks, long-term and short-term personal credit, 
and mortgages. ^ 

. Credit Unions are owned by theijr depositors. The members are all employees 
of one company, or members of an individual church or coamwivity organization'. 
Credit unions endburage thrift and regular savings through the automatic 
^ payroll deducticfiVlan. They offer credit to tijeir member e.g. , home 
improvement, college loans, car loans, or personal loans. In recent years, 
credit unions have undergone great expansion and growth. Some even offer 
jJiome mortgages to their clients. Interest r^tes on deposits, or dividends 
\)n shares, are usuaU;^ slightly higher than those offered by other insti/^ 
tut ions. Frequent withdrawafs are not ^couraged. ^ 

' Insurance Companies offer another savings option for families. For exanmie. 
when you buy a permanent type of life insurance, e.g., whole life insurance, 
you build up cash value over the years, jponsumers can borrow -against their 



S*^" included with this fact sheet.' ''Differences In SavlYigs Character-' 
1st ICS" for a comparison of services, safety of funds, ptc. 
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DIFFBRBNCBS IN SAVINGS CHARACTERISTICS 



Checking 
Account 



Regular 
Saving|i Account 



Cortiflcate 
of Deposit 



U.S. Savings T" 
Bond B a H A 



Principal is safe (your 
original savings) 



Yes 



Yes 



Yes 



Yes 



Return is guaranteed 



Income is steady 



No 



No 



Yes 



Yes 



Yes 



Yes 



Yes 



Yes 



Greatest possible 
income is derived 



Funds can be withdrawn 
without penally or loss* 
of interest f 



No 



Yes 



No 



No 



Yes 



No 



7 



No 



No ' 



Investment growth 
is the goal 



N/A 



N/A 



N/A 




^ N/A 



Tax advalftage is featured 



^rchasing power is protected 
NlJWedge against inflation) 



No 



No 



No 



possible but 
not likely 





possible 



posaible 



possible but ) 
not likely 
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N/A nbt applicable 
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cash valu© at relatively low cost while the policy remains in force. - 
Once retired, and not in need of life insurance, some cons\uners choose 
to let their policies lapse. They can then take the cash value and deposit 
it into a savings certificate or other savings option which will earn 
interest. 

THE POWER OF COMPOUND INTEREST / 



In the "old days," people who wished, to save their money put it under a mattress 
or in some other "safe" spot'. Unfortunately, these home savings were not always 
as safe as people assumed, and the money diij not increase in value. Fortunately 
for all of us, laoney that is put aside in savings institutions is safe and grows 
for us because of compound interest. 

The power of compound interest means that you earn interest on your deposit. This 
is then added on to your original deposit and becomes a larger deposit which earns 
interest. Thus a regular savings plan, involving even relatively small monthly 
deposits, can acjd greatly to the growth of your savings over the long run. 

The following two examples will illustrate the above points vividly: Chart I 
illustrates how various amounts build up starting from when a child is 1 to when 
he/she is 17, if parents put aside certain sums of money on a regular basis. The 
chart can also be used for calculating how various amounts (e.g., $5, $10, $20, $25, 
$50, $100) build up to a sizeable amount after 1, 2, ... or 17 years, regardlesjj/' 
of the purpose. For example, if you put aside $20 a month regularly, beginning with 
the time a child is 1 year oldi you will have $6,604.31 available for hi;n/her at age ' 
17 (a total of 16 years of regular saving of a relatively small amount). Saving 
regyilarly and the power of compounding of interest m«ke the above growth of capital 
possible. # 

Use Chart I to plan a savings fund for the child. This chart is based on a 5 1/4% 
rate per year, compounded daily. ' 
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Chart I 

MONIULY GkOH POWER 

« —————————— 



Starting at Here's how various anounts build up 
Qiild's ^ by the tlae your child is 18 
Present Age _ 





*5 

■onthly 


$10 
nonthl V 


$20 


*i5 

Wll V 11 AT 


$50 

Ann ^ K 1 V 


$100 

HUllLill jr 


0 


1801.75 


( 

3603.50 ^ 


7207.29 


9009.04 


18018 07 


• 


■ - — 

1 


1651.01 


3302.02 


6604.31 


8255 32 






2 


1507.98 


3015.96 


6032. 16 


7540.14 


15080 28 


30160 57 


3 


1372.26 


2744.53 


5489.28 


6861.54 


13723 09 


27446 18 


4 


1243.49 


2486.98 


4974. 16 


6217.65 


12435.31 

Aai~^W. ^ A 


24870 61 


5 


1121.30 


2242.60 


4485.39 


5606 « 69 


11213. 3a^ 


llMh 11 


6 


1005.36 


2010.73 


4021.62 


5026.98 


V" 1 

10053 96 


20107 91 

4b\/A\/ / . «7A 


7 


895.35 


1790.71 


3581 .56 


4476 91 




17007 


8 


790.97 


1581.94 


3164:01 


3954 . 98 


7909.96 


1CQ1Q Q7 


9 


691.93 


1383.85 


2767.81 


3459.74 


6919.48 


•13838.96 


10 . 


597.95 


1195.89 


2391.88 


2989.83 


5979.66 


11959.31 


11 


508.77 


1017.55 


2035.18 


2543.95 


5087.90 


10175.80 


• 

12 


424.16 


848.32 


1696.71 


2120.87 


4241.75 


8483.49 


13 


343.88 


687.75 


1375.56 


1719.44 


3438.87 


6877.74 


14 


267.70 


535.39 


1070.83 


1338.53 


2677.06 


5354.12 


15 


195.41 


390.83 


781.69 


977.10 


1954.21 


3908.41 


16 


126.83 


253.66 


507.33 


634.16 


1268.32 


2536.65 


17 


61.75 


f53.50 


247.01 


308.76 


617.52 


1235.04 



Us 
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Chart ir Illustrates how given amounts grow at a rate of S 1/4% a year, compounded 
dally, when left In yoi^r savings account for various periods of time. (Charts I 
andHI - courtoay of Federal Savings and L9«n Association, Westfield, N.J.). 

it 
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Chart II 
HOW FIXED AMOUNTS GROW 



How > 
Saving^ 
Grow 




$100 


$500 


$1,000 


$5,000 


$10,000 


6 mos . 


51.34 


102.69 


513.47 ^ 1 


1026.95 


5134.75 


10269.50 


1 year 


52.70 . 


105.39 


526.95 


1053.90 


5269.50 


10539,00 


2 years 


55.54 


111.07 


555.35 


1110.71 


5553.53 


11107.05 


3 years 


58.34 


116.67 


583.36 


1166.72 


5833.61 


11667.22 


4 years 


61.48 


122.96 


614.80 


1229.61 


6148.04 


12296.09 


5 years 


64.79 


129.59 


647.94 


1295.88 


6479.42 


12958.84 


10 years 


84.24 


168.49 


842.43 


1684.86 


8424.29 


16848.58 


20 years 


142.41 


284.81 


1424.06 


2848.11 


14240.57 ^ 


28481.14 



^16 
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TYPES OF ACCOUNTS (Where to Put Your Fixe4 Dollar Savings) 

When you deposit aoney into a savings institution, it will increase its value 
in varying aaount 8, depending upon the type of account you choose. 

Regular savings accounts are completely flexible. You can open an account 
by depositing any aaount (except accounts with credit unions which require 
a $5 deposit). Earnings are added at regular intervals and compoimded. 

Certificates of deposit are accounts which offer a higher rate of return 
than the "regular" sa^^ings account. But the depositor agrees to deposit a 
mininun aaount (e.g., $500, $1Q00) for a longer specified period of time 
(e.g., 1 year, 2 years» 4 years, 7 years). Your money earns interest from 
the day you open. an account to the date of maturity. Funds can usually 
be withdrawn at any time, but if you do so before maturity, a Ibwer earning 
rate is paid and you forfeit some interest. Your certificates may auto- 
matically be renewed by the institution «t the prevailing 'interest ^rate if 
you- fail to cash in the certificates on the maturity date. 



More recent certificates issued by institutions include 6-month "-cert if icates 
yielding around 9%, requiring an investment of $10,000. Interest is for- 
feited if the certificates are cashed in before maturity. Interest rate 
fluctuates with changes in the money market. 

For an example of types of accounts /offered by savings institutions and interest 
rates, see the attached chart ,. "T:Q/es of Savings Accounts That May Be issued by 
Savings and Loan Associations In New Jersey." 

i 

Other choices ^ 

In addition to the savings approaches listed above, there are other ways 
families can save on a regular basis. These include: Christinas Clubs, 
vacation clubs, school savings accounts, organization accounts, and payroll 
deduction accounts. * 

Christmas and vacation club" accounts serve the primary goal of providing 
for the fulfillment of specific and foreseen events; saving occurs 
in small amounts and almost j^ainlessly. Money deposited in accounts 
such as these does not usually earn *a high amount of interest, sometimes 
none at all . „ 

Organization accounts include accounts opened by nonprofit community^ 
cl,ubs (such as garden clubs) and also investment club accounts, where 
members deposit monies in between purchases of stocks to earn interest. 

%p»yToll deduction accounts include share accounts held with a credit 
union, and automatic deJuctionSr^by the employer. An amount specified 
by the employee is automatically deposited into the employee's' savings 
account with. a credit union. Some employees choose to purchase a U.S. 
Savings Bond and havb it transferred to their checkinji accounts. If, 
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for any raaton, a payroll deduction account is not available, you may 
make arrangements with your banK for a specified amount to be withdrawn 
automatically from your checking accourt each month and transferred to 
your Savings account . 

OTHER FIXED DOLLAR ^VINGS (Savings Bonds and Annuities) 

Uv?f?l*i^" !"f*'^\'.^i"* regular savings accounts, many families supplement -their 
savings by purchasing U.S. Government Series B and H Bonds. 1 

Savings Bond^ * 

. U.S. Government Bonds Series E (new BE Series scheduled for 1980) 

These are discount bonds sold in small or larg^ denominations (e.g., face 
value $50), up to a maximum of $10,000. When you purchase bonds, you pay 
$37.50 or $7,500 respectively, and receive the face value of $50 or $10,000 
♦ at maturity date (5 years after issued). The difference is the interest 
you earned (at present 6%%) . Savings bonds offer the highest degree of 
safety. They are liquid, which means they can be converted easily into cash 
(after an initial period of a few months). However, some interest is for- 
feited if monies a^e withdrawn' earlier than at the maturity date. 

. U.S. Government Bonds Series H (new HH Series scheduled for 1980) 

These are called income bonds and^are bought by consumers who need current 
income. They are bought at face value, the minimum denomination being $500. 
Interest is paid by the government on a semi-annual basis. Your principal 
is returned to you on tfhe date of maturity, which is 10 years after they are 
issued. Denominations range from $500 - $1000. 

One advantage to choosing E-bonds as a savings option is the fact that 
income tax can be deferred until the bonds are cashed in.' A consumer can 
even defer income until retirement (and convert into H bonds, whereupon 
he/she only pays taxes on those bonds which are being cashed in' at that 
particular time). ^ , " 

Interest raXe for both series E and H bonds is 6Jj %. Interest rates 
change from time to time. It should be noted that old savings bonds (E) 
which have passed their maturity date still pay the current interest rate. 

How to register 

Savings ^nds Series E and H may be registejred in the names of individuals, 
whether^ults or minors, in single ownership, co-ownership, or beneficiary 
forms; ^ly in single ownership form if in the names of fiduciaries and ' 

CikfinWiiS SSS!"*'""" •^^^^^^^^ ^^^-'-^ 

*il2'^^lo Ts'iiln^f Sn.*;S^'L^^^^^ = ^vings Bonds" 

9* 



Pact 8h««t 124 



8. 



londs cannot ba transfarrad^ lold^ or uiad as coUataral. 

NOTE: If bonds ara raglstarad in co-ownarjlklp fornix during tha co-ownars* 
lifatina, aithar aay cash tha bonds. For ralsaua, both must join in tha 
raquast. If ragistarad in banaficiary form, during tha owner's lifatima, 
only ha or sha may cash tha bond. For raissua, both tha owner and banaficiary 
must Join in tha raquast. 

Exchange for Series H Bonds 

If you own series E bonds, you may exchange these at current redemption 
valu)is for current- income H bonds. If you have deferred reporting for i 
federal income tax purposes, the interest as it has accrued on the securities 
exchanged, you may continue tfi defer such reporting to the taxable year in 
which the H bonds received in exchange are redeemed, disposed of, or reach 
final maturity, whichever happens first. See Treasury Circular No. 1036 fot * 
rules governing this exchange offering. 

Safety 

If your bonds are lost, stolen, damaged, or destroyed, notify the Bureau of ^ 
the Public Debt, 200 Third St., Parkersburg, Wast Virginia 26101. Where 
possible. Include serial numbers (with prefix and suffix letters), issue 
dates (month and year), names and addK;^sses on bonds, and Social Security or 
employer identification numbers. You should keep records of these details 
separately from the bonds. 

Extended Maturity 

E and H bonds now on sale may be retained at interest after original 
maturity for a 10-year extended maturity period. No special action is 
required to take advantage of this extension privile^e-r just hold the bonds. 
Older E bonds have been granted one or more 1 0-year ^l:tension|||^ *This means 
that all E bonds now outstanding-^regardless of age --^arV still earning 
interest. Change^v^ln this regard are planned for 1980, "with extended 
maturities being sharply reduced. 

. Where to Buy Series E and H Savings Bonds ..^^^^^ 

B bonds may be bought ovex: the counter 6r by mail at banks; savings and 
loan associations; other local ^ales agencies; Federal Reserve Banks and 
branches; and the Bureau of the Public Debt, Securities Transactions. Branch, 
Washington, D.C. 20226. 

Regular bond purchases may be arranged through the payrdll' savings plan 
where you work or the bond-ia-month plan where ypu bank. 



0 
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H bonds ttre issued only by Federal Reserve Banks and branches ^nd thgr ' 
Bureau of the Public Debt, Securities Transactions Branch, Washington, 
D.C. 20226. Banks and other financial, institutions will accept and for- - > 
ward applications to the nearest Federal Reserve Bank or branch; delivery 
of bonds will be made by mail in accordance with purchaser's instructions. 

Additional Information on Savings Bonds Series E and H 

For full details, see Treasury Circulars 653 (Series E) and 530 (governing 
regulations), available at Federal Reserve Banks; and Treasury Circulars 
905 (Series H) and 530 (governing regulations), available at Federal 
Reserve Banks . 

. Annuities ' 



These can be called a personal savings plan with an insurance feature. 
Annuities are sold by insurance companies and are an additional source of 
funds for many people at retirement. They can be purchased long before 
retirement and paid for either in installments (deferred annuity) or in a 
lump sum at retirement (instant or cash annuity). 

The annuity guarantees the annuitant (consumer who purchases an annuity) a 
fixed sum of money or regular payments at retirement for as long afe he/she 
lives. The amount received is dependent upon the plan that is chosen. 

There are two types of annuities which can be purchased: 

FIXED ANNUITIES are fixed dollar savings, whereby the individual is 
guaranteed either a lump-sum payment at a certain time in the future 
(e.g., $5000 in the year 1990) or fixed monthly payments starting at 
a certain time (e.g., $50 per month beginning at age 62) for. the life 
of the annuitant. 

. FLEXIBLE ANNUITIES are partly tied to secur,ities. Therefore, the size 
of the future return can only be partly fixed, the rest depending on 
the gain or loss of the investments. 

Before deciding to purchase an annuity, you shpuld understand the interest 
earned is relatively low, as* compared vrith other savings plans. In addition, 
the money does not become available until you retire, or until a specified date 
Should you die prior to this date, the funds are, in most ca^es, not retrievabl 
by your heirs. ^ 

There are various types of survivorship options available for purchase as , 
well as combination insurance/ annuity plans. It would be wise to discuss 
these with your insurance or other financial advisor. 
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TYPES OP SAVINGS ACCOUNTS GENERALLY * 
ISSUED BY SAVINGS AND LOAN ASSOCIATIONS IN NEW JERSEY 



10. 



nual 
terest^ 
Rate ' 



Annual Yield 

I Term 

Minimum 
Balance 

Additions 
Accepted 



Withdrawal 
Prior to 
Maturity 



Conqpounding 



Interest 
Cretlited 



REGULAR 

PASSaOOK 

ACCOUNT 



5.25% 
5.47% 
Unlimited 

None 



90- DAY 
NOTICE 
ACCOUNT 



5.75% 
6.00% 
Unlimited 

None*^ 



Unrestrictdd Unrestricted* 



Interest 
paid day , 
of deposit, 
day of, • 
withdrawal 

Daily 

Monthly/ 
(^lartefly 



No penalties 
Irfter funds 
on deposit 
90 days 



D«ily 

Qi^arterly 



CERTIFICATES 



6.50% 
6.81% 
1 yr. 



$1,000^ 



6 . 75% 
7.08% 
2 \ Yr, 

$1,000 



7.50% 
7.90% 
4 Yr. 

$1,000 



7.75% 
8.17% 
6 Yrs. 



8.00% 
8.45% 
8 Yrs. 



$S;000 $1,000 



Not applicable additional deposits would be made through 
the issuance of another certificate 



Penalty of 90 
days interest 
reverting to 
5.25% 



Daily 
Quarterly 



Penalty 
90 days 
reverting 
to 5.25% . 



Daily 
Quarterly 



Penalty 
90 days 
revert 
to 5«25% 



Penalty 
90 days 
revert 
to 5.25% 



Penalty 
90 days 
revert 
to 5.25% 



Daily Daily Daily 

Quarterly Quarterly Quarterly 



Courtesy of New Jersey Savings league, Newark, N.J. 



1 rf .y 
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_^>- H6w SAVINGS ACCOUNTS VARY 

If you are thinking about beginning a new savings account, how do you determine 
„.^--^hich institution to u»>T This checklist will provide you with some basic questions 
to consider. Don't feel embarrassed about obtaining answers from an official at the 
bank or savings and loan association Hith which you ap^ dealing. You are the con- 
\sumer and it's your money that is jnVolved. 



HoV is the interest conpoiinded? 

. /t . ^ 

- Is there a minimum balance required? 

. Are minimum deposits necessary? 



When is the interest credited to your savings account? 



. Are there any penalties involved when you withdraw funds without notice or 
earlier than stipulated? i 

. What are the requirements, conditions, etc., regarding a withdrawal from an 
account? ' 

_ , _^ 

sit moifey? 



Does interest begin to accrue from the day you deposit moiffy? ' K 



. i|pes your money earn interest for the entire time it is deposited (e.g. ^ "from 
time of deposit to time of withdr^l")? 1 



Does your money earn full interest only under special conditidns, e.g., if you 
leave it to the end of the Quarter ("Interest credited quarterly")? 
What is the* interest paid? ( 



Does it offer any bonus days? 

— .^-^ 



. What types, of accounts does the institution off^r? 

— — — I— 



Other 



V 



Comments: *^ / 

)nV 



, Name of Inst i tut JonV 



J 
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SBIP ANALYSIS SHBBT FOR DStBRNlNiNG 
PERSONAL AND FAMILY SAVINGS GQALS . 

(Pile with your iBftonant docuatnts and update ytarly) 



Date; 



Your^gd : 



Sp^se's Age: 



/ 



^proxiaate net Incoae per year 
Projected Incoae per year 
Present savings per year 

DO YOU (AND YOUR FAMILY^ : 
Save steadily? 

Save the sane amount each period? 

Peel your savings prostam to be adequate? 

Save more than 6% tyf net income? 

Save less than 6% of net inc'ome? 

Have emergency savings of 3 months' net income? 

Save for a specific purpose? (i.e. education, car) 

Own more than one savings account? 

Often withdraw from your savings accounts? * 

Have a savings plan and set goals, which include 
all members of the family? 

Save for ^'fun" things "(such as leisure activities), 
or reward yourselves (e.g., by buying a luxury item) 
with your savings? 

Find it diffivcult to save regularly? 
Keep a budget? 

Divide large expenses into small monthly installments?^ 



Dependent 
Youri 



Yes 



Have a stock broker, insurance agent, accountant 
or financial advisor? 
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Page 2 of Self Analysis Sheet 

* ' Yea • No 

Know about trust and custodian accounts? _ vr 

y Have any investaents? (real estate, stocks, bonds) 

Have surplus savings invest? 
Know about investment options? 



After analyzing your responses, iTsk yourself if you are satisfied with them. If 
n^t, ask 'yourself why not and think of possible ways in which you can improve your 
chances of reaching your personal and family savings goals. 




^YOUR MONEY MATTERS 
Making your Money,<^w^ -^IT V JACT SHSBtllgir 

J 

SAVING VERSUS INVESTING ^ 

IJ^v^ii^'^wLT?? invested through mny different media. JWj^ look at these 
ways as fixed dollar investments versus flexible dollar inVJ^wStSL In popukir 
terms, tfiese are usually identified as "saving" versus "investing." 

earns interest or dividends, as with a savings account, certificate of deposit or 
U.S. Government Savings Bond. k * 



With flexible dollar investments, the initial amount of capital can increase or 
tlliU!" ' '^^^^ P*y interest or dividends. Typical 

Ju^r antique., corporate toy <<ther bonds., mutual 

funds, real estate, art work, coins and stamps, ^ese are all flexible dollar 
investmentrs. the prices of which can go upT? down. Money miiagXj^L^^^^ 
advise that some funds (3- to 6,months' salary or moXe) always> held in fixed 

?hi ?Lnv"'"*?'': ^T""^!"! °^ ^^^y'' econoH;K^circJ5jtances. This gives 
the family greatest safety and access to funds when nee^*^ 

CRITERIA FOR SAVING AND INVESTING 

fo^^"^^'' investing makes good financial sense. Som^es. however, it is difficult 

WoTvin* ! "^"•^ c»»°ic" available, risks 

tZ ? circumstances. How can risk v^ inc^ea^e of capital he balanced? 

]ll ^i! * ^^ ^^'^P i" ""i^^d «s you evaluaU which options are bes? 

CONCEPT OF RISK - TYPES OF RISKS 
Risk of Loss of Capita' 

oi'lJh!^ capita|j.s the possibility that the consumer mfiy lose some or all 

rL^vJ4 r Savings accounts. Series. E and H Bonds, and 

certificates of deposit are all free from the risk of loss of capital (especially 
if savings accounts are secured by F.D.I. C. or F.S.L.I.C ) lespeciaily 



ll^Z til t V investments generally offer safety of capital ^d guaranteed 

5nn ""^'""^ ^l«^i"« ^oil^r investments. 
RT.ri K?„? ^ "® usually made in anticipation of a higher return. 
But a higher return generally means a greater risk of loss of capital. The 
actual degree of risk can vary, as will be det ailed later on. 
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Risk of Loss of Purchasing Power ' , * 

In addition to the risk of loss of capital, there is also the riak of loss of 
purchasing power . For exaaple, $100 in a savings- account earning 5% per year 
will be worth $105 a year later (np compounding assumed for this example). But 
if inflation exceeds 5% in the sane year, the saver has actually suffered a loss. 
The risk of loss of purchasing power due to inflation has been significant in 
the past few years, and probably will continue to be significant into the 
forseeable future. 

Risk of "Excessive Emotional Stress" is another important factor to keep in mind. 
Many people worry excessively about their savin^snind Investments. Declines in 
value may be depressing, while increases in value may set off a spending spree. 
Some people probably should never make flexible dollar investments because of 
the risks of emotional stress. Emotional reasons may cause them to buy or sell 
at the wrong time, resulting in a loss of their capital. Other people cannot 
bear the risk of .l^s of their purchasing power in fixed dollar investments, and 
so they reduce' these investment^^lMpir m^nimimi. 

ADDITIONAL CRITERIA 



Risk Versus Return 



As we have seen so far, every t)me of saving or investment plan carries with it 
a risk factor. Choosing the rigiit approach for one's situation will make the 
difference between financial success and financial failure. 

< , 

For most families a prudent financial plan calls for establishing security in 
fixed <Iollar savings plans before assuming the risks of flexible investments. 
The risks that any individual or family can afford to assume will depend on age, 
income bracket, goals in life, and temperament. 

For example, the young jierson who has many years in which to accumulate a reti;re- 
ment fund may choose a flexible investment, with growth potential in the fonh^f 
common stocks or mutual fund shares. Although safety of capital and return 
cannot be gtkaranteed, these factors are less important because of the lonj time 
period before retirement and the possibility of future gain. 

The person who is just a few years away from retirement, however, may want to be 
very certalfr that the entire capital will be therd when it is needed. Someone 
who is just retiring or has already retired may want to maximize investments in 
types that Will produce current Income and carry no risk of loss of capital. 

The Rate of R^ttfrn and How Stable /[t Is * ^ 

^ This means the percentage rate of earnings on savings, e.g., a 10% revn on $200 
means that you earn $20 during a specified period, most likely one yeX. The 
stability of earnings (whether they are guaranteed) is also an important factor. 
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•Convenience 

Ilow close are the financial institutions you have selected to your home or place 
of business? How accessible *are they in terms of times of day or week in which 
they are open to customers? What type of services do they offer? These are 
factors to be considered by the prudent consumer. 

Liquidity , ' 

This«^means the ease with which savings can be withdrawn and/or converted to cash. 
For exampl>>-ftmds in a regular type of savings accounts are more liquid than thos 
deposited In a 90-day ^acxount or a two-year certificate of deposit. Funds in 
stocks or mutual funds are more liquid than those invested in real estate or 
jewelry. 

Consumers who are willing to take time to investigate the many savings and invest- 
ing options available in the vast financial market will find that they have the 
power and control to make their money grow for them. This will happen whether their 
needs are immediate or long-term, whether thoy are rich or in modest financial 
circumstances . 

Improving your financial situation Is no^t a^atter^f luck; rather It reflects 
planning, defined goals, knowledge about options, -and a desire for personal success. 



^OUR MONEY MATTERS 
Making Your Mono/ Grow - UNIT V PA^ SHfefit 

INVESTING > BONDS 

Consumers are often bewildered by technical financial terminology and the complex 
stock market. They believe that average consumers cannot make good Judgements 
regarding where or how to invest^ and that usually they lose money when attempting 

It is true that Investing involves risk. However, consumers who take the time to 
understand what is involved and then realistically examine their own financial 
situation, need not despair. With proper education and judgment, investing can be 
a successful way to help develop financial security.* y ^ 

Fixed dollar srfvings. which hav<6 been discussed in other fact sheets, enable 
consumers to save on a regular Wsis. Small or large aindunts of money can be put 
aside via various savings accounts, certificates of deposit, and U.S. Government 
Savings Bonds. There are also other ways in which consumers can diversify. These 
are called flexible dollar investments. These methods make it possible for many 
people to stay ahead of inflation, to build a nest egg over the years, and to 
establish financial security. 

$ 

There are many investment opportunities available to consumers, such as stocks, 
bonds, mutual funds, or real estate. When using these approaches, the invested 
principal is subject to fluctuations in price. Depending upon the situation, these 
fluctuations can result in possible gains or losses'. 

0 

y It is recommended that consumers make sure. they have funds available, which are 
not part of the daily budget or emergency finance cushion, before they invest in 
flexible dollar securities. The next step is to consult with a reputable broker. 

In the following section, we shall examine one Investment opt ion-bonds- -and 
evaluate its potential advantages and disadvantages for consumers. 

CHARACTERISTICS OF BONDS • ^ 

Bonds are fixed Income securities which offer a great degree of^safety. especially 
when they have a high rating. Bonds are considered a veryS«cirWjBethod of invest- 
ing, as far as safety of principal (the money invested) and lntere)t is concerned 




The following fact sheets on Investmeists have been grouped together^ n one 
package for your convenience. This was done to preseat an werall-view of the 
concept flwiWa dollar Investing. If your interest is In one particular 
J^ul*tn;f;* J ? J ' t>on<Js. or mutual fwids. select the fact sheet featuring 
interest / and then .contlntie with "What the Small Investor NeSds 
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The issuer of bonds (borrower) pronises to the bond holder that the money borrowed 
will be repaid to the holder in full at naturity. In addition, the bond holder 
also receives a fixed anount of incoae, called interest . This interest is pre- 
determined and remains fixed. This is the reason i^y bonds are called fixed 
Income securities. They are also called debt certificates because they represent 
an obli»ition which has to be repaid. 

Public or private entities borrow money from consumers who are ^erested in 
Investing their funds for a possible profit. These borrowing enoties are the 
federal or state government » municipalities, or corporations. They issue bonds to 
meet certain financial needs. In return, bonds are issued which promise to pay a 
specific amount of interest. 

The interest rate of bonds is predetermined and set at a fixed rate on the date of 
issuance. This means that when you buy bonds, you know what the interest is going 
to be. The interest rate never fluctuates. Another term used in connection with 
ir^terest is coupon or coupon rate. Coupon refers to th^ interest (for a 6-month 
period of time). The coupon rate is another, way of saying yearly interest rate. 

The yield to maturity expresses the true value of the average yearly return to the 
buyer. This is another way j^f defining the true return on investment. 

Bonds also promise to pay back the par va^ue on a specified date. This date is 
called the maturity date . Par value is the value at which the bond is Ivssued. It 
is also called the face value and is the value stated on the bond certificate. The 
par value is usually $1,000 (in some cases $5,000, $10,000 or more.) Owners of 
bonds are called creditors . x - 

Once they are issued, prices of bonds fluctuate, depending upon the price other 
investors are willing to pay in the market place at that time. This again depends 
upon the general motiey market situation, and int6r^st rat^s offered by savings and 
lending insititutions. Bonds can be purchased or sold at: 

\ 

par value 

. at a discount (an amount below par level) 

at a premium (an amount higher than the par level) 

flOTfcfs sell' at a discount when the current price (cost to you today) is lower than 
the par value (when issued). For example, the bond may sell for $750 while its 
par value^is $1,000. /f . 

Bonds sell at a premium , if the current price is higher than the par value of 
the bond when issued. For example, you have to pay $1,150 for a bond with a par 
value of $1,000. 

Only at maturity date are you sure to get the total face value of the bond paid out 
to you. Therefore, it is generally recommended that consumers buy bonds for income 
and safety, and only invest in them if they feel quite sure that they will not need 
to sell the bonds before maturity. 
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The fact that bonds are fixed income securities means that the steady income 
which you are being promised is guaranteed for a certain number of years at the 
same interest rate. For instance, in the case of a 6% bond, whbever Issues the 
bonds will pay you 6^ on the par value of that bond until It matures. To cite an 
example, this would amount to $60 per year for every $1,000 bond you own. You 
may purchase bonds individually or in larger numbers, depending upon choice and 
money available. 

In addition to offering steady income, bonds offer a written pl^mlse that the 
company will repay the principal at maturity. If you are a bondl holder, you wiU 
be paid back the face value of tke bond ($1,000 or multiples) at maturity (in 5, 
10, 15 years, or more) . Meanwhile, you are earning interest. 

TYPES OF BOUDS * 

Several types of bonds can bo identified, depending upon who issues the bonds. 
The four basic types we shall examine are U.S. government securities, municipal 
bonds, corporate bonds, ,an^|j^t i 1 ity bonds. 

U.S. Covernmeiit Securities 



Bonds are cons i dered^a relatively safe way to invest. In the case of govern- 
ment bills, notes, and bonds, the safety is almo^ "absolute." U.S. Govern- 
ment obligations are fully guaranteed by the ^goye^nment . They are of the 
highest quality available. They are issued witTTvary^ing maturity periods^ 
ranging from several months to many years. They offer the greatest safety 
possible, as .far as safety of your principal is concerned. U.S. Government 
Securities (also called government obligations) may be classified in several 
ways. These are: U.S. Treasury Bonds--medium-term bonds which mature between 
5 and 10 years or more from date of issuance; U.S. Treasury Notes--which mature 
between one and seven years; and U.S. Treasury Bills--which mature within 3, 6, 
9, or 12 months. 



Several federal agencies also issue bonds to meet their needs for money. 
Although these agency securities are considered very secure, they do not 
carry the same degree of safety as U.S. Government Bonds, Notes, and Bills. 



Municipal Bonds 

Municipal bonds are debt obligations of state and local governments such as 
counties, school districts, and highway authorities. The local governments 
borrow money to finance construction or repair of highways, hospitals, or 
schools or to improve important public facilities, etc. 



Municipal bonds are ideal investments for people in higher income tax brackets. 
The income derived from them is exempt from federal as well as state and 
local income taxes in the. state in which they were issued. The higher your 
tax bracket, the more appealing this type of investment. But investigate the 
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quality of th«s« bonds and buy wll-knom Issues of Urgsr tntltlos. Also, 
your brokor or othtr finwM?l«l adh^lsor hat spacial tables, (charts) which will 
help to avaluatt your naads and dotenina if this kind of invostiMnt is good 
for your circumstances. 

CorporaAi^ Bonds 

Corporate Bonds are bonds issued by corporations. They usually carcjt a 
higher interest rate than other bonds, and their rating is particularly 
important . 

Utility Bonds 

' / . . 

Utility Bonds are dffered by such utilities as gas. electric, and telephone 
companies. They are generally considered safe regarding principal and 
consistent regarding interest payment records. However, this higher degree 
of safety usually results in lower interest rates to the investor. 



RATING 



Consumers looking for security and safe investments should buy bonds with a high 
rating. In general, the higher the rating of the bond, the greater the guarantee 
of uninterrupted payments and proper repayment of principal at maturity. 

The following rating systems are used hjj the two largest rating companies- -Moody ' s 
and Standard and Poor's investment ad^ory services. 




Ratiiyt Systems 

Standard and Poor's Moody's Rating means 

^ Aaa Bond of highest quality 

and lowest risk to investor 

^ Aa High-grade bonds 

^ * A Medium-quality bonds. 

relatively little risk 

The quality deteriorates, 
the risk increases 

BB Ba 
B B 

CCC Caa 

CC Ca . 

V 

^ C Speculative bonds which 

carry great risks for 
investors 



\ 
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Note: In the qM of municipal, corporate, and utility bonds, investors 
need to determine the safety by examining the rating of that municipality 
or organization. 

For additional information about rating of bonds, consult a financial expert, 
or check Moody's Bond Survey or other sources of information in your library. 

ADVANTAGES OF BONDS 

Great safety of principal when held to maturity 

Fixed income (interest rate never fluctuates) 

Steady income 

Interest is predetermined 

In case of company liquidation (bankruptcy), bond holders have prio^ claim 
tp assets (that which Is owned by the company), ahead of preferred and 
common stock holders 

DISADVANTAGES OF BONDS 

Not considered a good hedge against inflation 
Prices fluctuate 

. Some contracts have a call feature . This means that the company can recall 
bonds before they mature. They may take this action if current interest rates 
drop and they do not wish to pay the higher rate. In such a case, the consumer 
receives the par value but may find it di'fficult to invest the money at the 
previous higher int^erest rate 

. In case of company bankruptcy with few t)r no funds remaining, bond holders 
Will lose much or all of the investment 

. Usually .require larger investments than stocks or mutual funds 
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Making Your Money Crow - UNIT V FACFSiSlTl^ 



INVESTING ~ ST OCKS- ' • , 

. . 

It is commdn for fa«ilies to w<yrry. about keeping up with inflatiofr. ^ They feel 
they should save for their retirement or for other purposes, but iftiere never 
seens to be enough *oney accumulated throughout the years. Many consumers have 
successfully increased their financial worth by investing wisely in stocks. 

♦ • 

Stocks represent ownership . *6uyers of stocks receive stotk' Wtificates as 
evidence of their ownership. Buying stocks means more thatt just an investment. 
It means becoming a part of a corporation in which you have faith. You hope that 
the company will grow and expand, and will get -a fair return on your invest- 
ment. Stocks can appreciate in value anH" yield a higher *price at some tiraey in the 
future. They con also pay dividends to shareholders.! J-^^> / 

CHARACTERISTICS OF STOCKS « 

Stocks have no maturity . This means that there ii' no expiratidn date. The company 
does not guarantee repayment c^f your investment at any time or the payment of divi- 
dends. However, you become a part owner. If the company thrives and makes a profit, 
so do you because other investors will want to buy stocks and you will be able to 
.sell yours at a profit. • 

Your earnings are called dividends : Many of the Companies which are traded on the 
New York Stock Exchange do indeed pay dividends regularly and,have done so uninter- 
ruptedly for m^jny years. 

* '' . ' • 

If you are considering a specific stock and are interested in income , look into 
the ponpany's record of dividend payments over the last few year^ before you buy. 
See if this company provides staljility of earnings and regularity in fhe payments 
of . dividends . . . / . r / 



If you are interested in growth of capital only, then' consider purchasing "JScks 
which .^re primarily growth-oriented. Growth stocks do not necessarily pay high 

^® company reinvests some o'r all of the earnings for research 
*id further development to bring about more growth. This In turn can make your 
investment more valuable. Growth stocks also help you to participate in the growt'h 
of the economy or a particular industry^ 'However, you have no guarantee as to income 
and prqfits. You ne.ed al^So to be aware of fluctuations of stocks resulting from 
expectations in future earnings* You are your own money manager. You have to do 
the research and you have to know when to buy or sell. Lists of stocifs which are 
either income- or growth-oriented can be obtained from a reputable brokerage house. 

Stocks can offer knowledgeable investors great opportimities for financial gain. 
The opposite is also ti^e. Some people are temperamentally iinsui ted tb'own stocks 
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because they are upset by fluctuation. Others, . however, . love .the excitement and 
possibility of gain. If the consumer cannot recoup any possible losses through 
other income sources, different safer types of investment such as fixed income savin 
bonds, certificates of deposit, and savings accounts should be chosen instead. 

Stocks can be purchased on the New York Stock Exchange (NYSE), the American Stock 
Exchange (AMEXL and over the couriter (OTC), They are .bought and sold in a 
continuous market (where a large number of buyers and "sellers continually buy and 
sell). This happens despite the fact that buyers and sellers are often thousands (/ 
of miles apart. The Stock Exchange serves as the central market place. Stocks 
are bought through a broker who, upon receiving an order, places It on the exchange 
floor. At the same time, another order comes in from a seller and this order is 
exchanged and negotiated on the exchange floor. If an agrefcment can be reached 
between buyer and seller, the orders will be executed. Buyer and seller are then 
notified that the purchase of sale has taken place. Prices of stocks, fluctuate 
continually, based upon supply and demand. | " 

TYPES OF STOCKS * , 

The two major types of stocks are common stocks and preferred stocks . In general, 
it can be said that preferred stocks carry more income than common stocks, and 
that the income is more regular. Preferred stocks usually are considered more 
steady in price than common stocks, yet they can also be subj ect -tt) the same degree 
of fluctuation as common stocks. Many investors buy preferred stocks because they 
feel that the income carries greater stability and is more steady. Preferred stocks 
pay a somewhat higher return than bonds. In general, both common and preferred 
•stocks a.r^ considered a more risky investment than bonds. 

The following chart compares th« two basic categories of stocks, and explains , t^ie^ir 
advantages and disadvantages. r ' 



Commoi/j Stocks 



A QUICK REVIEW OF STOCKS 



Preferred Stocks 



1* 



. Nojnatutity 
Ownership 



Gi:owth potential v . 

Income: Divideiids as earned; * 
no guarantee regaij;c|inj d^ividends 



. No maturity 
Ownership 

Growth potential, somewhat 
less than common stocks \ 

' » • * 

T Income: Dividends will be paid 
before holders of common stoc^ r^eive 
any payment, pividends are generally 
promised and usually paid, A wecific 
'* rate must first be approved by the 
. company's b^ard of .iJirectors foyja 
giv6n year \ * t . - \^ * 
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Prices fluctuate 



la case of liquidation, holders 
of coMon stock oust wait until 
bond and preferred stockholders 
are paid 

Voting rights 

Can be good hedge against 
inflation 



Prices fluctuate (in^generral 
somewhat less than conmon stocks) 

In case of liquidation, holders have 
prior claim to assets up ,to paf value, 
, before common stock holdess receive 
anything 

No voting rights 

Can bo a good hedge a|['f(inst inflation^ 
but somewhat less than commpi| stock 



Holders of specific types of preferred stocks may benefit from ownership by holding 
cumulative preferred stocks or participating preferred stocks . On occasion, corapanie 
are unable to pay dividends on the preferred stocks. They promise to compensate • 
the investor ;n future years if monies are available". (These types of investments 
are called cumulative preferred stocks.) 

Preferred stockholders may also Receive special treatment regarding dividends. . 
(These types of stocks are' called participating preferred stocks.) 

STOCK PLANS FOR SMALL INVESTORS ' ^ . ' • 

It is possible for small investors to invest modest Anounts of money on a regular 
basis for the purchase of stocks. This is done by purchasing f«actions/of shares 
of a particular stock. Some brokerage houses -offer plans whicl) let yo^ iiiyest 
small amounts of your choice at periodic intervkls ranging from one ^o approximately 
three months. . , v ' , ' , 

■ ^ * . ■ - . • ■ ^" 

ADDITIONAL INFORMATION , 

For more information on investing^ contact your broker or write to the New York' 
Stock Exchange, 11 Wall Street, New York, New York 100G5. and requdtet publications- 
"Ten Questions to Ask Before You Buy Stocks" and "How to G^t Help'.Whfen You" Invest." 



YOUR MONEY MAfTBRS i 
Making Your Money Crow - UNIT V l^ACT ^HbEflR^y 



INVESTING - MUTUAL t^UNDS \ 

M4tuil fWids are investment companie? which offer professional manag^ent, 
diversification, a|id research capabilities to consumers— services which the 
small ifivestor ordinarily cannot afford. 

When a consumer buys mutual fund shares, monies are pooled from a large number of 
investors to form a mutual fund. Managers of the funds use these monies to invest 
in many different securities. -Each individual investor receives a certificate 
which declares all the terms of ownership, (e.g., 100 shares of XYZ fund). But, in 
reality, the investor has part ownership iT\ a number of different , types of securities*. 

CHARACTERJSTICS OF MUTUAL FUNDS 

Mutual funds offer diversification, which means that they invest 4n a large number 
of different stocks, bonds, and government securities. This spreads the risk of 
loss because a 'larger number of securities are involved. Many tim^s consumers 
cannot have such diversification when investing by themselves, as this ♦ould require 
too much capital. Mutual fund compani^rhave a professional staff which analyzes 
reports and majces recommendations to management regarding what types of investments 
to buy. 

> 

Different mutual funds have different objectives. Depending upon their stated goals, 
they can be imjome-oriented , whicj^ means their goal is to produce a relatively high 
return for investors; growth-oriented , which means appreciation o\ capital is their 

or syectjl^tive , which means they intend to take large risks for a possibly 
large^ profit. There are further graduations and specializations within these group- 
ings. 

Spe<^lativo type investment companies, such as venture capital mutual funds, invest 
in risky situations--speculativ'e real estate and other ventures. 

The objiectives of the mutual fund are spelled out in a report which is called a 

f rospectus . By aniilyzing,a ^ospectus, a consumer can detepnine whether the 
and me<)t;^ his/her speicific needs ./^me funds may operiit^ under one family 
or ^lipd iMmjB* and be managed by different people. • E^ch of these varibus funds 
ihasia di^fereht obje<itive. It is up to the prospective investor'^to be knowledge- 
able before investing. ♦ ' 

.The folloHin^'list illifetxates various types qf fund? in greater detail.. They 
orange from consei^ativ^ to* growub-orierrted to spedUlati'vfe. * ' . 
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PUNp TYPES 



Honey Mirket funds - 
Bond funds - 

Unit investment trusts ^ 
Income ^funfls - 

0 

Balanced funds ' 

Income and growth funds ^ 
Growth funds - 
Aggressive funds - 

Speculative funds y 



Invest in U.S. Treasury Bills and other 
types of money marked instruments • 

/ 

Invest in bonds and trade t^ese aecuritles 
to take advantage of market changes 

Fixed portfolio consisting of debt obliga- 
tions (short, intermediate or long-term) 

Primary investment objective iy income, not 
growth; they Invest primaril^>^ preferred 
stocks and bonds for high interest and yield 

Bonds, preferred and common stocks^ included 
in portfolio y 



Diversification in common^stocks 
Stocks with growth potential 



AgJ] 



{ressively growth-oriented; more risky than 
than growth funds 

Specialized funds such as oil, real estate, 
cattle, special situations, undervalued stocks 
venture capital situations 



In general, mutuaL-funds should be bought for the longer term only; they are not 
meant for trading. If used properly, mutual funds can be^ considered a good * 
financial option for the smaller investor. 

ADVANTAGES yOR THE SMALL INVESTOR. 

No techni<^al knQwledge or experiei^e is necessary. The problerod of "which 
stock to buy," and "when to buy or sell" are Solved for you by a professional 
research staff . C " 

r • 

. ^Modest sums of money will buy a diversifl^yPpojrtfolio^hus spreading ^is^. 

DISADVANTAGES FOR THE SMALL INVESTO^ 

. SomebQdy else makes investment decisions for you. 

There is management fee mnd/or a sales comiifission involved/ 

Mutual funds can be just as risky as stocks. \' 
* Large fun^s can lose flexibility. 
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If you are considering investing In mutual funds, first determine if this kind 
of Investment Is consistent with your financial goals and objectives. Remember: 
Mutual funds and stocks are Investments which always Involve at least some risk of 
loss of principal for investors. 



PURQIASIblG MUTUAL FUND SHARES 



/ 



Mutual funds can be nurchased directly at a fixed amount, or on the basis of a 
long-term sales plaif. There are voluntary accumulation plans and contractual plans 
In a voluntary accumulation pl^you may buy as often as you wish and in amounts 
of your choice. In cont ractua«lans you sign a contract that you will invesj a 
specific amouat of money over a^eriod of years. Contractual plans are not neces- 
sarily considered a wise choice because the investor is* locked into a plan for many 
years. In the event that the 'plan must be discontinued, chances of profit can be 
slim. A substantial portion of the investment pays for the commission during the 
early months or years of the plan. 
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WHAT THE SMALL INVESTOR NEEDS TO KNOW 



i 



THE INVESTMENT CLUB WAY OF INVESTING 



An Investment club is a nonprofit organization forfllod voluntarily by a group of 
p*opl«, usually up to IS in number. The club members put aside a small amount * 
of money ^>very month, $15 or $J0 per person. Jh^y purchase stocks which are 
•elected at monthly meetings. Many times one faember of»the club is selected to 
serve as the reporter on general economic situations; another is chosen to report 
on special groups of stocks. 

Investing money through an investment ♦lub is primarily an educational experience. 
There Is very little risk involved to the members. There is little profit to be > 
gained as well. Many Investors consider Investment clubs an excellent and enjoy- 
able way of learning to invest money. / 

For further Information, write to the National Association for Investment Clubs, 
NAIC. P.O. Box 220. Royal Oak, Michigan 48068. 



DOLUR COST AVERAGING ANTN™k ACCUMULATION PLANS 

A system of buyin^-^^rities^whet^eby a given amount is invented in a given 
security periodically. The investor invests a glvea ifmount eAch month Vith » 
brokerage house (ordinarily a single stoc^is purchayed) . When the price of the 
security is high, fewer shares are purcJ\|se^rr>hen «e •'price of the security is 
low, more shares are purchased with a given npnber /f dollars. For instance, 
if one were to put $60 per month in a particular stock, he or she can buy six 
share) if the price is $10 per share, but only five shares if the price goes up 
to $12 per share. ^ \^ 

Some brokerage houses offer such plahs to investors. Wrttt) also to the National 
Association for Investment Clubs (NAIC) regarding stock purchase plans for small 
investors. 
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HOW TO CHOOSE A BROKER 

brokers and (StRer financial advisors must be. chosen with great , care. It is 
iiqjortant toweled a reputable brokerage house— a large or established insti- 
tution, preferably with its own research department. The broker you choose should 
b« experienced in investing. You should feel comfortable talking to him/her and 
find him/her sympathetic to your goals." 

•If you start an account with a brokerage house, do not accept the I'broker of the 
day." Instead, request a meeting with the manager, and explain your objectives, 
personal make-up, and financial situation. A broker should be assigned to you 
who will suit your personality and financial needs. 
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You need to know that brokers are under specif fc and detailed obligations pre-* 
scribed by law, such as the rules of the Securities and Exchange Commission (SEC), 
state securities regulations and securities industry self-regulatory requiromenfii, 
governing their dealings with clients at all times. 



Do NOT choose a broker who: 



offers hot tips 

promises to double your money in one or two years 

comes from a small or unknown investment house, if you did not 

research the company. ^ - * 

The wise investor selects a broker who relics upon careful research, provided 
either by the brokerage firm o-r a reputable research institution. The broker should 
offer understanding, professionalism, and proper knowledge. 

It i^ often helpful vto aiV-ibr a referral from someone you know very well, who 
has be\3n served sat isfiictofi ly, 

/ y 

P^TliCTlON AND INFORMATION FOR INVESTORS ' 

An Office of Consumer Affairs has been established, under the Securities ' 
fixchange Commission, to d^al^ith problems of small investors. If you haVe\ 
complaints about may:ers pWtaining to securities, contact the Office o^ 
Consumer Affairs, Securities Exchange Commission, ^00 North Capital Street, 
Washington, D.C, 20549. 

. The Shareholders Investors* Protect ion Corporation (SIPC) is a government agency 
which insures investnjimt accounts held with brokers for up to $100,000 in value 
and up"^o $20,000/^ any cash balance. Some brokerage houses have purchased 
additional private insurance beyond this coverage. Check with your brokerage 
house if this matter is of interest to you. 

. National Association of Securities Dealers, Inc. (NASD), 1735 K. Street N.W., 

Washington, D.C.^ is a self- regulatory organization for broker-dealers throughout the 
country (13 field offices). It handles customer complaints on an ongoing basis 
and is empowered to take disciplinary action against its members. 

. Securities Industry Association, located at 20 Broad Street, New York, New York 
10005, is the trade association for the securities industry. This corporation 
also answers questions or helps mediate yproblems. 

. Investment Company Institute, located at 1775 K Street, N-W. , Washington^ D.C. 
20006, is a trade association for the mutual funds industry* It acts as a 
clearing house for Information regarding mutual funds, 'and also answers questions 
and mediates problems. 
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WHERE TO GET ADVICE \ ' 

The search for reliable advice and information is a problem which confronts most 
investors. The following are sources of information for you to consider: 

A reputable brokerage house, bank, or othe^ financial institution, insurance 
company or agent. The professional (brok<irl? banker, insurance agent) will provide 
you with information. ^ It is your Job to take that information, examine it, and 
make a decision baseVupon your personal circumstances and goals. A financial 
specialist may be recommended to you by someone vcm trust. It is important that 
you establish a good working relationship with this advisor. Once trust has 
been established, do not switch constantly from one advisor \o another in the 
hope of highey profits. t 

• 

. The library is a source of much good information. You should research the 

company which interests you. Examine its financial standing and future prospects 
and read books on the* subject. Newsletters, periodicals, and magazines are 
al^o available at libraries for yfeiir use^ 

. Refer to the attached list, *»Sourc^s of iait^ment In format ion, for further 
reading. 



CONCLUSION 

Fact sheets*26-29 have provided an overview of the various investment options 
available to 'consumers. As a po^tential investor, you can continue your financial 
education through research and by interviewing your broker, fittcountant, financial 
advisor, and other knowledgeable people. Putting monies into stocks, bonds, 
mutual funds, and real estate offers potential financial gain to those who invest 
prudently. 

Cood luck! , / 
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SOURCES OF INVESTMENT INFORMATION* 

1 . NEWSPAPERS AND PERIODICA^.S 

Barron '8 National Business and Financial Weekly, Dow Jones and C<#, Inc., 
22 Corflandt Street^ New York, N.Y. 10007. Published weekly. 

Comnercial and Financiai Chronicle William D. Dava, 25 Park Place, New York, 

N.Y. 10007. Published twice weekly^ 

Forbes ^ Forbes, Inc. ^ 60 Fifth Ave., New York, N.Y. 10001 
Published twice monthly. 

The New York Times ' Financial Section, The New York Times Company, 229 West 

43rd Street, New York, N.Y. 10036. Published daily. 

The Wall Street Journal . Dow, Jones and Co., Inc., 22 Cortlandt St.', New 

York, N.Y. 10007. Published Monday through Friday 
except holidays. 

The Wall Street Transcript Wall Street Transcript Corporation, 54 Wall 

Street, New York, N.Y. lOQOS. Published weekly, 

2. SERVICES 

• Investment Company, 1978, Mutual Funds and Other Types 

Weisenberger Services, 1 New York Plaza, New York, N.Y. 10004. 
Published annually. 

. Moody's Investors Service, Inc., 99 Church Street, New York, N.Y. 10007. 
Publications of particular interest to the individual investor include: 

Moody's Handbook of Common Stocks 
Moody's Stock Survey 
Moody's Bond Survey 

/ V 

. Standard and Poor's Corporation, 345 Hudson Street, New York, N.Y. 10014. 
' Publications of particular interest to the'' individual investor include: 

The Outlook , published weekly 

Stock GuldT , published monthly ' ♦ 

Standard N.Y.S.E. Stock Reports 

Over the Counter and Regional Bxchan ^|^||pports 

• The Value tine Investment Survey . Arnold Bernhard and Co., Inc., The Value 
Line Building, 5 East 44th Street, New York, N.Y. 10017. Published weekly. 

Manjj^of these can be found in a local library or brokerage office. 
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QUIZ FOR UNIT V -- MAKING YOUR MONEY GROW 



D*«r FrUnd* 



This quiz covers Fact Sheets 22 through 25 of Unit V Making Your Money 
Grow. 

I 

After reading the fact sheets, you are ready to complete the quiz. Feel free 
to refer to your fact sheets whenever necessary. Plgease follow the quiz 
Instructions and return the quiz in tH^ return envelope.* 



Name 



Address 



Zip 

Instructions: . / 

This quiz contains'^^^^ypes of questions, true-fals^ and multiple choice. 

True-^alse: Circle "T" if the statement is true and "F" if the statement 

is false. 

Multiple choice: Select the best possible answer and write the correspondinc 

letter in the blank provided. * 

1) T F A moderate savings plan geared towards planning for financial security 

in retirement years ma/ require a'Versonal and family adjustment in 
^present spending and life- style. 

2) , Reasons wj/ people save include: 

a. emergency (medical, loss of job. etc.) 

b. vacation, leisure 

c. wedding of a child .4 

d. downpaynent for a home * 

e. a and b 

f. all of the above / . 

3) T F In general, the safer the principal the higher tUfe rate of return. 

4) T F Credit unions. are Owned by their depositors and regular saving is 

encouraged throagh the automatic payroll deduction plan. 
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5) T P Once you buy a Certificate of Depolit you can usually withdraw money 
ji. at .anytime, but doing so before maturity will result in a lower 

earnings rate and the loss of some interest. 

6) This question is in reference to the Monthly Grow Power, Chart I, on 

fact sheet #24, page 4. If one saves $20 per month for the college 
education of a child^ho is presently 4 years of age, how much savings 
could one expect to accumulate (not including taxes) when* the child is 
17 years old? - 

a. $ 247^01 

b. $4< 

c. $: 

d. $] 

7) 11^ Both Scries E and Series H bonds are bought at a discount and pa)[ a 

higher face value at maturity than at tine of purchase. 

*8) Which of the following is not an example of a fixed dollar investment? 

a. government savings bond 

b. mutual funds 

c. certificate of deposit 

d. savings account 

9) T F Risk of loss of capital refers to the possibility that the consumer 
might lose any of the investment he/she made. 

10) T F Liquidity refers to the ease with which savings can be withdrawn andA>r 
converted to cash. , 

We would appreciate the following Information to help us improve our service: 

«» 

Have you used or shared any of this information from the fact sheets or 
do you plan to do so?* 



Yes No 



If yes, in what way? 



^Applicable only if this unit has been administered through a County Cooperative 
Extension office. If not, please complete the quiz and retain for your own 
benefit and reference. 



i75 



A P }• N I) I X 



I 




1 



Using the Hone- Study Coiirse Me^^od of Reaching Consumers 

The ho«e-study course, "Your ^4oney Mattirs" was /developed and administered under the 
federally funded project. **Helplng Famlules AdjcM^ to Economic Change.*' (It was later 
adapted to Its current, broader use as a self- study program for consumers and as a 
self- study prograv guide for educators.) ' 
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Five topic areas Included In the course are: 

irnit I - Flminclal Planning 

imit II - Coping With Credit 

Unit m - Planning for Protection: Life Insurance 

Unit IV - Financial Aspects of Housing 

Unit V - Making Your Money Grow 



PURPOSi; 

The project proposal was based on an assessment of the family financial management 
needs of the populations of New Brunswick. Perth Amboy. and Sayrevllle, New Jersey. 
The purpose of the project was to develop a program which would help families adjust 
to Economic change. An objective of the project was that individuals and families 
in the three comunities would gain competencies for use in everyday living in the 
areps of budgeting, credit, life insurance, housing, and saving/investing. 

Pou^ major outreach strategies were used to provide information, materials, and 
programs : 



1. Individual programs or n series of sessions held in the community 

2. Mobile van 

3. Mass media (TV) 

4. Home-study course (self- study program) 

The home- study course method proved to be a very successful .technique for reaching 
consumers. As an information delivery system of community outreach, it provides:* 

a method for reaching people for whom attending learning sessions is 
not feasible; 

a method of imparting more comprehensive information than is generally 
possible in the time restraints of learning sessions; 

a method of continuous monitoring of participant reaction and interest 
to the course administrator; 

- a method by which participants can gain knowledge and skills in a desired 
subject area in the privacy of their own home, on their own time, and at a 
modest expense; 



written information on subject* areas which gives participants permanent 
access to the information; 

« 

♦Planning and Managing Community Programs - A process approach. Matejic, Huang, 
Gaston, (pp. 39 and 40). 

RJC ^ . ^ ' f ^ 



a method by which participants can share the informat^n and/or materials 
with other family members and friends or to use in their work, if applicable; 
and 

a catalyst for family tommunication and decision making. 
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Instructions for Adminintratl-ctn jpfjUome-Study Course* ^-^^^ ^ ' 



Each of the units Is to be mailed in a titled Ifol^er and should contain: 

•^1. A'^cover letter * ' 

' 2, Fact sheets * . . ^ 

. " . /> 

a. Each f«c^ sheet discusses >i specific aspect of the unit topic'.'* ^ 

. b. Fact sheets are divided into sub-topics witM short parmgHph 

^ ' ^discussions under each heading.- . • 

jPf c. Fact sheets are consecutively numbered. V ' 

d. Fact sheets are printed on different colored paper. " 

3. A quiz . , 

« • 

4. Participant yfeedbac'k niechani.si|i t'hrough aouestion at the end of each quir - y 

"Have you used or shared any of this intormafion from the fact sheets, or do ^ 
^_^you plan to do so? If yes, in what way?" 

5. \ An envelope addressed to the course administrator in which the participant 
' \niay ret^jm the qui i . 

/ ■ . ■ - 

-The' process for administering the ^course is as follows: 

1,^ A cut-off date for registering for the course is announced* 

2: Th* first unit is -sent to/registrants . In addition ^l^'.t he aforemwitlotied 
material , .this unit contains : ^(2^ 4, « • 

a, . a brief description of the topics in eatih of theninits; apd 

b. procedural directions fpt taking the course,^ including the 
schedule for reaming tJ^e quiz and receiving successive units. 

3. A three*week interval is allowed for study. The quiz is rflpSrned Jo th^ 
course a^i'nistrator within this interval.. ' 



4. T|Ve returned quiz is cforrected and photocopied by the administrator* 
(No actUM|l grad 
and explained) . 



(No actUM|l grade is placed on the quiz, but incor^ct answers are narked 



5. On the scheduled day the second unit is sent to all registrants. ;/This*\ 
-packet also contains the corrected quiz from the previous unit, if re turned. • 



6. This process is repeated for each. uni^. 

7. A congratulatory letter fend certificate of completion is sent tb pavticipants 
who complete the five-unit course. Completion is established tife |&f partiei^ 
pant marks and returns all unit quizzes. 
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*The attached chart' is helpful for recorrd- keeping purposes and the adminlstratloft 
and evaluation of the course. 
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Suggestions for Uslngv^the ,Chftrt> 



'• .-. • '■ ■ ... : \ ' 

Alphab«tls« the imms of registrants (It eiso helps alphabet l:;e^. the 
photocopy of the qulzze^ lA unit folders! . 

F^r Jiech unit, note the following: • *' 

date sent - if the date is the saae Cor ell registrants, it need only be 
'written once, th^ check this cQluam for each participant as 
his/her unitv packet is nailed* 



fluli recelv0d - fls e-ch quiz is received by the adBinistrmtor, the date ii 

recorded in this colinm. 

^quiz grade - although no grades appear on quizzes returned tp-^^rtlcipants 
the number of correct answers is placed in this coluam. 

uaedHojr shared - if the participant indicated that the inforMtion or . 

iuiterial was used or was] sl|ax^d^with others, this c6|uBn 



' is checked. 



or was] s^ax^d^w 



V 



^ 




r. 



1st 



staple Mailing Schedule* 

In this savpla ^mailing sc'hedule* the hone-ntudy units are sent dut at thri»e«-weak 
intervals. Cowpleted quizzes are due hack two days trafore the next unit 1* .sent 
out. - 



Feb. 24 - ; HoaW"Study Unit I is sent out , • " . 

Mar. 15 - Co^;) let ed quiz should be received *at our offite no later than this ^ 

Mar. 17 - Ho»e-Study Uhit II is sent ^out (corrected quiz from U|vLt I is encljcraed) 
Pact sheets are studied and quiz is taken. , ^ ^ ''^ 

Apr. S - Completed quiz should be received at our pffice no later than this 
date. . ; 

, Apr.^^7 - Home-Study Unit 11,1 is sent out (corrected quiz fipm Unit II is 
enclosed) . ^act sheets are studied and quiz is taken* 

• Apr.. 26 - Co«plet«d quiz should bq. received at our office no later than this 

l^pT. 28 ^ Itome-Study Unit s^nt »ut (corracte^ quiz free Unit III is 

enclosed) . IJact sheets are studied and quiz fir Jhil^en. 



May 17 « Completed quiz should be received at our office no later than tfiis 

... • •„ f • ■ • 

M«y 19 - Hc»e^5tudy Unit V is sent, out (corrected quiz from- Unit IV ^» enclosed) 

Juii« 7 - Coal^leted quiz -should deceived at our office no later than this 

. date. 



^une 9 



t \ ' . 9 

- .Corrected quiz from Uni^ V is mailed back to y^\^ 

^ *If we ^ ^t receive your ((uii^^^^A.he deadline, your corrected quiz will be 
sent 'to yOQ wlth^the following unit mailing. 

■ A / ■ 
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Appendix 

%[\L KlY FOR UNIT I - FINANCI AL IM ANN INC 

Which of the following may influence your financial decisions? 

a. parents' attitudes d. your children's needs 

h. your mood ^ o. your decision to change jobs 

c. yolir spouse's goals * f.- all of the above 

( fact shtH^t ^ 1 , pages 1,2) 

Bfeft!tre sett ing up a budget, y.ou should uncferstand fulhily values, think 
al>out your gpals, exiimine your personal situation, and communicate with 
^c^her -tarti'ily members/ if applicable. 

.(fact sheet^l pag:es 1, 2) 



One purpose of setting up a budget pjan is to meet individual and/or 
t'iunily goals aud^needs. 

(tact 'sheet page (>) i / 

{ ■ . ^ ^ 

Net Lhcome is all the money that you earn before taxes and other deduct 
are subtracted! 

\ (fact sheet ^^.-pagg 1) 

Paying bills by\'heck can be a helpful 'tool for record keeping purposes 
*(fact s^eet #2, page 21 ^ > 

One wu^tomeet large irregular payment s> ^ such as* oar insurance, is to 
break dow^ the lar|^ sums iiU4^ smal l sums which can be set aside un^ i 1 
thie payment is due. ' *^ ' ^ A4i ' . 

(fac< sheet #2, p^ifyT I) 

Rent or mortgage payment is considered a flexible expensl^.* 
(fact sheet #2, page 1) • 

i • ^ 

i.iquiii ^assets aro. easily converted into cash within a short period 
of time. ' 

(fact sheet #3. page I) * . ' 

••4*. ■ ■ ■- 



f 



v 



Qui;, key tor Unit 1 I inaru ial IManniinj 



a riiraiu- lal not woi t h i s : 

a. total assets minus total lial)ilitios 
h. liijuiil assets minus other assets 
original prieo mirius market value 
. d. liahilities minus licjuid assets 



10) 



/ 



\ 



(f;ut short tl^, page J) 

9 

It IS possi|)|o to control your money rather than having your money 
control you l)y : 

a. takintj t inane- ial inventory 

b. understandinK individual and/or family values. K^^*!^. needs, and 
pr ior i t i es 

i. developing a workable budget 

d . a 1 1 oft he above • , 

(tact sheet page b) 



Yhv amount of credit you can safely take on depends only on tlu^ si/e 
ot* vour income. 



(fact sheet '^l, paye 1) 

I- It IS easy to ovi»r l>uy when iisinjj ciedit cards 

J 

( tact sheet ^^4 , page J) 



S) I lamilies who hal)ituaily buy on credit <«n;iy aild as mucli as 18*1. to tlie 

Ci)st of goods and services. 

( fac t slu*et ^4 , page 

4) r When using i nst fil'lment ciedit, the customer owns tlie goods as soon 

as (hey are in lii s or hei* possession. 

(f*ict sheet ^4, l^age 3) 

5) d Ihe main reason for estabi ishing a good credit rating is: 

ti . all vour fri(Muis liavo one 

h- to he alUe to open a checking account 

c. employers like to see it before hiring you 

d. It will he easier to get a loan wlien you need it most 

(fact sheet P^^K^^' H 

(>) r (V) A credit fnireau is the same thing* as a ciedit grantor, 
(fact sheet ^^S, page 4) 
h A ci)iisol ui<it ion loan is: 



7) 



a. many small debts whicli you have to pay 

1). one large loan ti) pay off many small debts 

c. a low- int eiest loan 

d. a loan witli a few large payments 



(fact sheet #6, page 1) 

8) T When you usq a credit counselling service, you v.'^an continue to use 
any of your ci'edit cards. 



(fact sheet ^6, page 2) 
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Qui I Kvy tor Unit 11 - CopiuK With Creilit 



"age 



I When voii ^»ro usid^j a iioilit lOiinseliiiK service, many 

cA'diqJrrs will make adjustments if spoken to and convinced of your 
sincerity and willingness to pay. 

(fact sheet pages 1,2) 

10) I (?) Ihe cheapest way to pay for a car is to finance it through the car 
dealer. 

(fac^Oioet #7, pages 1,3) 



11) (j) I An acceleration clause in a loan contract means that the entire hal; 
may come due at once. 

(tact sheet #7, page 2) 

I') r (7) All car loan contracts are the same, therefore you don't have to 
'uiderstand what all the terms mean. 




A ^^y^ J'PAMLIUJI PIJ VNNINC. FOR PkOniCT lON: l.lFi: INSURANCI-; 

Most insurance |iol i cyhohlers are either over- or under insured . 

(fact sheet ^^9^ page 1) ♦ 

2) T (v^ rhe proper insurance plan takes into account only the policyholder's 
I ncome . 

(fact sheet page 1) 

Your original life insurance policy should take care of yoifr family's 
needs throughout your entire life. 

( fact sheet #9, page 2) 

It is a good idea, but not easy, to comparison shop for life insurance 

( fact shret 1^9, \<nigv 3) 

' ^) ^ Yvrm insuraiKc allows tor a buildup of cash value ami some savings. 



(fact sheet #10A, page 1) 
(j^ I An ciuiowmtMit [lolicy is also wnsidered a savings jilan with tenii 



I nsu ranc e . 



(fact sheet #10B, page 3) 
7) (j) V ("DmbiMMt ion plans -tie good for meeting the needs of the family, 
(fact sheet #1()(;, page 1) 

^1 Which type of insurance policy provides max imunf amount of protection 

for low cost? 

a. endowment 
^ h. who 1 e 11 fe 

c . t e rm 

(fact sheet #1{)A, page 1) 

^^^^ 

JL. a, pol icyhoUier can borrow against which type of insurance policy? 

a. term 
* h . who 1 e 1 i f e 

c. both • ' 

(fact sheet #10B, page 1) 



is; 



Quiz Key for lliiit III IManning tor Protoction: Life Insurance 



10) 



RuliMs are 



a. new pol ic ios 

b. cash bui Kl-ups 

c. add 1 1 lon^H^to already existing policies 



(fact sheet » U\ page 1) 



I. 



i 



^M?. j\f>K i'Nl.'lL.l.V .v. J.'lNANillA'iA^^ ^I'i H< HIS INC 

V Property taxes and the interest portion of mortgage i)ayTnent s can [)e 
deducted trom taxal)le income. 

( fact slieet ^13, page 2) ^ 

) a Generally, monthly payments of principal, interest, and taxes should 
not exceCii more than: \ 

a. oncT week's pay * ' * 

h. tw() weeks' pay • 
c. tfi!*et» weeks' |)ay 

(fact slieet ^11, pajje I) 

) c Vou may get a lower |)rice if you hcnise hunt m tlie: 

a. summei' 

l>. fall 

c . w 1 n t e r i ^ - * 

d, spiing 

(fact slieet //IS. paye 1) 

A purcliase agreoment includes all terms and conditions of the sale, 
but does not give the buyei' the title to the property. 



Q 



(fact sheet //IS, page I) ' 

i;arnest m'oney is a I way^ returned if you change your mind about buying 
the house. 

(fact sheet //IS, page 2) 
) b *H:iouds*' on property are: 



a. disputes over property boundaries 

b. restrictions on property, either recorded or unrecorded 

c. defects in the hf)use itself 

d. closing costs " ' 

(fact sheet //IS, page 3) * 



J S;) 



Quiz Key tor Un\t IV - Financial Aspects of llnushiji 



Page 2 



71 Match the following: 



.1. Depreciates ^'astor than 
single- fojui.ly home 

(fact sheet 17, page 2) 

b. ^ihareholders share ownership 
of entire- complex 

(fact sheet ^17, page 1) 

c. Sections of house ar/? rented 
out to help with mortgage 
payments 

r 

(fact sheet #17, page 1) 

d. Share ownership of land, 
but each unit is owned 
separate ly 

(fact sheet #17, page 1) 



1. Cooperative Apartment 

2 . Mobi le Home 

7^. Mill t iple-F-ami ly House 
4. tk)ndominium 

Single-Fahii ly House 



MY J;M)'N!;r V .^^^1^^^^ moni;y (;k{)w 

(j) V A moderate sav^nss plan geared towards planning tor tinaneial security 
in retirement years may require' a personal aiul family adjustment in 
present spending and li to style. 

(f.ut shret p;ij.c 1) 

f Reasons why people save iiu lude: 

a. emergency (medical, lo^s of joh, eti.) • 

l>. vacat ion, leisure 

c. wedding of ;i du Id 

d. downpayment for a home 

e. a and I) 

f - all oft he above 

ttact slice t It 22, page l )^ 

1 (f3 1" JJtMieral. the safer the principal, the higher the rate of return, 
(f.icf Nheet tl:^, page 2) . 

(j) I- i:redi.t Unions are owned by their depositors and regular saving 
is encouraged through the automatic pay ro 1 T deduct ion plan. 

I fact sheet ti:.\, page 1) 



Q 



\J \ cTnce you buy a Certifieate of Deposit you can usually withdraw money 
at anytime, but doing so before roaturity will result in a lower 
eari«ngs riite and the loss of some interest. 

({\K't sheet fl^, page 



t t S i .-eterence to the' Monthly Crow /ower. Chart 1. on 

act sheet #>4. page 4. It one saves $J> per month for the college 
education ef a child who is presently 4 years of age. how much aS ngs 
' • accumulate (not including taxes) when\the child H 



a. $ 247.01 

b. $4974. 1() 

c. $7207.29 

d. $l37r>.S0 



(fact sheet #24. page 4} ■ V ' . 



Quiz Key l>*or Unit V -- MuKin^ Your Money Grow Pajje 2 

J ' . . ; 

Both Series i: and Series M bonds are bought at a discount and nay a 
higher face value at maturity than at t ijne of purchjise. f 

(fact sheet ^^24, page 7) 
'Which of the f<3Uowing is not an example of u fixed dollar investnAt? 

a. government savings bond 

b. mutual fmHis ' ' v 

c. certificate of deposit / * 

d. savings account \- 



10) 



^ (fact sheet #24, page 7) ' / 

(j) ^ of loss of capital refers to the possib.ility that the ci6nsiuner 

might -lose any of the investmedt he/she made. 

{fact sheet #25, page I) ' 7 

\Jj F liquidity refers to the ease with which savings can be withdrawn and/or 




, converted to cash. 

(fact sheet #25, page 3) 



Ntunt! 
Date 



Dear ..Frioiul, 



Recently you participated in a Mome-Study Course, •'Your Money Matters." 

To help v^hxthe evaluation of this course, please complete this questionnaire 
and return \t in the envelope provided- Your cooperation in returning the ^ 
completed quest ionnai re immediately will he appreciated. 



Sincerely, 



Chock tht^ units yoir studieil: 

^* inane ial Planning 

^ Coping With Credit 

Planning 'for Protection: 

Life In.surance 



;VALUA|I 0N QUl^TIONNA T Ri: 



\ 



Financial Aspects of 
Buying a Hoijise 



_ Making Ypur Money Grow 



2. What did you learn? (Use hack of sheet if you need more room.) 

3. Has the course led you to tjake any action regarding your ' YES 
financial planning or money management? (Circle one) 

* 

4. If yes, what actioa did you take? 



NO 



6. 



5. Do you p^an to take any action un the ^future as a result 



of this course? (Circle one) 
If yes, what action do you plan to tahm in the future? 



YES 



NO 



Hav« you shared or used any #ilthe information gained from . YlUS 
^thl» iourse with others? (Circle one) 

If yes. Indicate In what way you have shared or used the 
in format loi\ . 



1 



with f ;un i I y 
with f r I ends 



3, 



used in work 

other (please explain) 



State what was most useful to you in the course 



Stat.e what- was least useful to you m the course 



/ 



Were the materials easy to understand? , (Check one) 

a. Very easy c. Just right e. 

b. liasy d. 



Slightly difficult 



Difficult 



Other comments; 



3. 



To help us interpret your toodback in a meaningful way, .please provide us with 
the to.ll owing mtormat ion : ' , 

nMPI.OYMI-NT 



t he t'o.l 1 ow i ng i n to rma t i on 

A c i i ;^ (|R 01J P 
a. under 24 

h. :r>-44 
0. 4r)-(>4 



d 



over (>S 



/I. 
h. 
c . 
d. 
c. 



fill 1 't irne 

part-time (under 20 hours per week) 
retired 

unon^pla^cd • f 
other 



Total number of family members in your household 

' j' - 



uiido>' $3', 999 
4.000 - 9,999 
10,000 - 14 /)9^) 
15,000 - iy,9i)9 
over $20,001^ 



a . 
b. 
c . 



t : DUCAT ION 
noiHugh school graduate 
ligh school graduate 



high scl 
Mich scl 



Igh school and training 
H)r some college 

col lege graduate 

other 



b. 



sr.x 



ma I e 
V^"emale 



RI-SIDnNCF: 



City.^own, 

Cs^ty 

Urj(an 



etc . 



Rura 1 



t\Lv/rlTV confidential and will not be released except in some 
tabulated form for educational evaluationjpurposcs . 



Thank you! 



ERIC 
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Evaluation Indicatoi" 

^The evaluation indicators -to indicea of learning or of action taken by 
participants as a result of yo^ teachii,g and mijht help you in specifying your 
objectives to a greater detail:^ ThesiK'-detailed objectives." as cited on the 

FmiSlJr r5!5?2*n*''?/TPj!' P^J«<^t» "HELPING MWILIES ADJUST TO 

ECONOMIC CHANGE - It should not bo implied that they are the only type of topic 
ind cators possible. They need to be adjusted by the oduc.tor to the indivldS.1 
woik*"'?^«'iSnLr V^"": educational background; and age; to »tke the.. 

InS ;a„Ii o? toS! ! Hr!^*'^' subject matter will also influence the choice 
and range of topic indicators h^she chooses. So it can be said that indicators 
will »ost always vary ^ith different presenters of programs or sessions 

II;airurJ!L^?J''^K^°" r l^^^^^ l^^^""^'^ ^^^^ P^'^^*'" °^ ^'"^"^ objectives and then 
evaluating if the oojectives have been reached with your audience. 

i! IV evaluation indicators are being shared w^th you. 

We hope you will find thorn useful in your own projects. 
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INDICATORS FOR THE TOPIC: BUDGETING 



Th« following six indicators have been identified for the topic on budgeting. 
At the end of a session on budgeting, the^rticipant will be able to: 
1. define a budget plan as a workable guideline' for spending, which varies froa 



2. 



person to person. 



explain that the purpose of setting up a budget plan is to meet individual 
and/or family goals and needs. 



3. identify the important factors in setting up and in modifying a budget plan: 

income ^ - family size and composition 

- debt - value system (goals, objectives, priorities) 

4. identify the key elemehts of a budget plan: 

- income (s) 

- expenditures (fixed and flexible) 

- saving and investment ^ 

5. nam» the steps of setting up a budget plan: 

(1) identifying take-hone incomes , 

(2) i<Jentifying obligations, ~^ 

(3) coaputing expendable incone, 

(4) budgetihg expenditures in each area of needs', / 

(5) keeping record of spending, 

(6) conparing actual expenses with allotted amount, 

(7) adjusting budget plan based on changing Ikituations in the faaily 
, and the result of step (6), and 

6. applying knowledge in setting iq;> a budget plan by using a case situation 
provided by the presenter. 



INDICATORS FOR THE TOPIC: UNDERSTANDING CONSUMER CREDIT 

Based on our deliberation on the topical outlines in the content area of credits, 
five key indicators have been delineated as a basis for evaluation. We have 
agreed that at the end of a session on credits, workshop participants will be 
able .to: ^ 

1. Describe two to three advantages and disadva^Tages of using credit cards. 

2. Tell the difference among four lending institutions in terras of the 
interest rates versus risks and the availability of funds. 



NOTE: The four major sources of ere 

1) Credit Unions 

2) Banks - Savings and loans 

3) Consumer Finance Companies 

4) Retail Stores and Dealers ^ 

3. Be aware of the Importance of one*s credit rating and ways^of establishing 
a good one. 

4. Read and understand a lending contract in terms of the annual percentage 
rate (APR), finance charge^ payment schedule. Be able to question unclear 
clauses. ' 

sk. Describe the Col lowing four actions one can take when having payment 
difficulty: . 

1) Contact the lending institution 

Z) Takfb out a consolidate^ loan 

3) Consult financial counselor 

4) Declare bankruptcy 
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INOICATO RS FOR THE TOPIC; LIFE INSURANCE 

1. BxpUln that the purpose of life insurmnce is protection, saving, and/or 
investaent. ^ 

2. Co^re the following four basic types of life insurance policies in terM 
of cost, cash value, face value, and protection foV various Individuals. 

- Tern life insurance 

- Straight life 

- Liaited paynent 

- Bndowaent ^ 

3. Select the ■ost appropriate type of life insurance policy for at least 
three given situations with a consideration of the changing needs of 
protection, face value, .cash value, dividend, and convertibility. 
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A INDICATORS FOR THE TOpiC: HOUSING 



* At the end of a s*4!|lon, tt i* expect o<J that the participants a#lh be able to: 

. .. . . J 

Jl. ^ List thrpe advantages and-dl ^advantages of buying and/or renting, a hone, 

? apartpieht , and/oi> condominiuai.. ✓ , ' '* 

» • ' . . ■ ' ' 

2. Ha»e four factors whiK^i, should' be- considered when selecting a hone, sucl\as 

^ 1. distance froB job . 4. surroundings 

2. schools - proximity, Ating ^S. tax rate 

3. appearance of neighborhood' 

\ ^ • ' 

3. Nane three guidelines to consider when determining how much one can afford. 

"rule of thuMb" 2)f times o^^e's annual salary 
one week's income' for payments 

• 

4. List three additional expetises involved when buying a home and/or changing 
other types of residence (e.g., apartment, condominium). 

1. closing costs 4. prepaid taxes. 

2. lawyer's fee 5. immediate improvements 

3. moving/ storage costs | 

5. Name and compare the three major types of mortgages ^^FHA, VA, Conventional) 
in terms of: 

• * ■ * 

1. eligibility 

2. size of dowfipayment necessary 

3. interest rate 



r ■ . £00 



INDICATORS POj^THE TOPIC; SAVING AND INVESTING 



I. List three reasons (goals) for saving/ Investlnf. 

1. EMrgency 

2. Consuaer goods, vacation, etc. 

3. Downpayvent for hone 

4. Children's education 

5. Future income and supplement to retirement 



2. Explain what is meant by interest compounded daily and Interest c(»pounded 
quarterly. . , 



3. Be aware of the earning growth potential of a regular savings program over 
a period of time. 



4, Describe at least three to four types of savii\gs/lnv«st«entt available and 
their relationship in terms of safety- vi»k, earnings, and liquidity. 



1. Checking account 

2. Savings account 

3. Credit Union 

4. Certificate of Deposit 

5. Government E or H Bonds 

6. Municipal bonds 

7. Corporate bonds 

8. Stocks 

9.. Mutual funds 

10, Home 

ir. Real Estate 

12. Other 



5. besci^lbe what to lx>ok for when >selecting a broker snd financial institution. 
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For intormation regarding the ordering of educational materials developed under 
this projecl. as listed below, write to the Publications Distribution Center, Rutgers 
University. Cook College, P O Box 231. Brunswick. New Jersey 08903 
Copies can be obtained at cost Write to the above address for quotation of prices 



• Planning and Managing Community Programs A process approach 

• Helping Families Adjust to tconomic Cljange A proiect report 

• Your Money Matters Avself study program guide for educators 

• Personal and Family Finances A resource guide for teaching 
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